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'Oft in a single word lies wrapt the seed 
Of changes vast, would we its meaning 
read: 

But lacking still the wisdom to be wise, 
The truth we seek is hidden from our 
eyes." 
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INTRODUCTION" 

EXPERT TESTIMONY. 



A well-known authority defining an expert 
says: 

"One who has been sufficiently observing, 
industrious, and acute of understanding to ac- 
quire a practical knowledge of the things in 
general, and an exhaustive knowledge of some 
one thing in particular, is the ideal expert on 
that particular thing. Who will presume that 
the opinion of such a man on his specialty is 
to be offset or disparaged by the opinion of 
another whose acquaintance with that partic- 
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ular thing is only general or casual — ^who has 
considered it as only one of the things in 
general ?" 

The expert testimony of the chemist is 
looked upon by the composite jur)rman as 
something above any skepticism of his, and the 
very mystery to him of the whole analysis 
is something in his mind that places the state- 
ments made by the expert beyond any shado\\^ 
of doubt or criticism of his. 

Why? Because the expert in chemistry has 
practically established his case as soon as he 
has qualified as a witness, and whatever he 
says bearing on his analysis is accepted as a 
statement of facts as they exist, provided only 
that another in the same line equally qualified 
does not contradict him; and what is the re- 
sult then? Chaos; for no combination of 
twelve jurymen, judge, and opposing counsel 
ever was or ever will be assembled that could 
decide which was right and which wrong. 

Such a climax, however, is almost beyond 
the limit of possibility, for the reason that to 
the expert chemist the analysis is a book that 
he has opened, the language of which can be 
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read by all in his line; therefore, he can be 
relied upon to read exactly what he finds there- 
in. 

When the surgeon or medical specialist 
gives his testimony on any matter, he comes 
closer to the jury than almost any other ex- 
pert in that he tells about things that are of 
personal moment to every one. 

Every human being has some general 
knowledge of the subject in discussion. For 
example, the chemist may explain the com- 
ponent parts of nitrite amyl, but nitrite of 
amyl is very possibly something of which the 
juryman, up to that time never had known 
to exist. But no organ of human anatomy 
can be mentioned that, once stripped of its 
medical phraseology and explained in simple 
language to the juryman shall find him unre- 
ceptive to a more or less intelligent compre- 
hension of the subject, and the every-day- 
juryman can comprehend and decide intelli- 
gently to a greater or less degree on the points 
that come before him. He is also able to 
judge for himself upon the reliance to be 
placed on the opposing opinions of medical*. 
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experts who differ on the subject before them. 

So no matter how eminent in their lines, the 
opposing specialists may be, the jury of twelve 
men from the ordinary walks of life generally 
can and does arrive at an intelligent decision. 

The testimony of experts in the lines 
of mechanics, i.e., architecture, machinery, 
electricity or any of the established trades 
can, as a usual thing do convince, because each 
should know, and, knowing realize that any 
discrepancy in his statement will be readil> 
discovered, and that value of the testimony 
of the expert in any of these lines will be 
guaged by his ability to explain all the points 
he makes in plain simple English. He can 
support his contentions with working models 
which speak in the language that all may un- 
derstand. 

If his opinion is contested by others in the 
same line, the jury can generally decide in- 
telligently whether he has made his case or 
not. 

The expert testifying on questioned ac- 
counts and entries should always make good. 
There is absolutely no excuse for failure. 
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"figure? cannot lie." The old and familiar 
aphorism is accepted by all, and yet, every 
expert in questioned accounts knows that fig- 
ures under the control of the manipulator are 
always ready to tell only so much truth as 
their master deems necessary, and that while 
figures may not lie, "liars can figure." And 
it is the result of the combination of figures 
that cannot lie, and the figuring of the liar 
that earns the expert his daily bread. 

The expert on questioned accounts can al- 
ways be assured of one of two things when 
he testifies. He will either prove his case 
beyond any vestige of doubt, or show the jury 
that he is utterly unqualified to testify in the 
matter. 

There is no excuse for an expert on ques- 
tioned accounts not proving what he sets out 
to do when he deals with facts and figures 
only. Every statement he makes he must be 
able to prove to the satisfaction of every man 
on the jury. 

No matter how chaotic the mass of accounts 
from which he has drawn his conclusions, 
Tio matter how skilfully the manipulation, he 
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must have picked thread after thread from 
out the tangle and properly classified each 
so that he may never lose control of them. 
Nothing he says need be considered as an as- 
sumption of the fact, but the fact itself must 
show. 

His work must have been completed at 
every point before he testifies, he must have 
his findings so thoroughly finished in detail 
that his testimony builds, as it were, a barri- 
cade for him, as he goes along, which will 
render him impregnable to attack from any 
point, so that no amount of skilful cross-ex- 
amination can dislodge him from his position. 

And more than all, he must have so col- 
laborated his findings that the result is such 
a simple matter of figures that every man on 
the jury will know the truth. Unlike the ex- 
pert in other lines, he cannot as the chemist 
may, force his technical analysis to be taken 
for granted. The medical expert can find 
considerable shelter under cover of his pon- 
derous and mystifying Latin phraseology. 

The architect, the mechanical or electrical 
engineer, or specialist, can make more or less 
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enigmatical statements and argue their accept- 
ance by minds less skilled in their lines. But 
the expert in questioned accounts must have 
left all his science behind him when he takes 
the witness stand, and have reduced his analy- 
sis down to a statement of simple fact. Every 
man on the jury must be convinced not by 
the expert, but by the expert's finished work, 
and the statement of the expert must be so 
simple and devoid of technfcality, that it is 
the statement, not the word of the expert, 
which is accepted or rejected by the jury. 

All the expert in accounts has to do on the 
stand is to present his statement and show 
where he got his results, and the jury itself 
can judge as well as he, as to their genuine- 
ness. An expert so prepared knows that any 
other expert called by the other side can but 
confirm his testimony. 

While it goes without saying that no mortal 
can restore books that may have been de- 
stroyed, or entries that have been obliterated, 
still the man whose business in life is one 
which constantly brings him in contact with 
all the phases of questioned accounting, ^s in 
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his profession on a par with the specialist in 
any other line of business, and the proper 
one to analyze the case and come the nearest 
to the solution of any enigma that may exist 
in the field of accounting. 

The Handwriting Expert, if he is worthy 
of the name, has more to contend with than 
the specialist in any other line that is ever 
called in the trial of cases. No matter how 
much thought, study and work he has devoted 
to his profession, he goes on the stand and 
faces a jury of skeptics. 

The judge himself is prepared to listen to 
a theory of one man who in most cases can 
only give an opinion, not a statement backed 
by actual knowledge of facts. The opposing 
attorney is preparing to take advantage of 
this lack of definite knowledge and make the 
most of it to a sympathetic jury, knowing 
that however well grounded the expert's opin- 
ion may be, still all his testimony will be in 
substance but assumption. 

When one considers, however, that the 
twenty-six small letters of the alphabet may 
be written in 2,016,557,305,632,323,277,- 
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920,000, different positions, and the larger 
ones in about an equal number, it will be plain 
that there is a large field for the one who 
makes as a profession the study of personal- 
ities in handwriting. 

There is a distinct individual personality in 
every one's handwriting. 

The schoolboy is taught writing from the 
same copy and standards as his fellows. Go 
into any schoolroom during the writing les- 
son, and you will find little or no individual- 
ity in the writing of the different copy books, 
because at that period all are controlled by the 
same standard. The children are learning to 
write from copy. But, once launched out 
into the world of active life and business, the 
formal and impersonal hand learned in school 
gradually disappears, and as each studied form 
of the past is unconsciously dropped, it is as 
unconsciously replaced by a personal character- 
istic or habit of the individual, which, once 
acquired, remains an individuality in that per- 
son's handwriting for life. 

No human hand is capable of tracing a com- 
bination of different letters without deviation 
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from its intended course. The man tracing 
a map or plan in the course of legitimate 
work with all proper accessories for the work, 
and a free mind, cannot avoid this deviation, 
then how much more nervous the hand, and 
numerous the deviations in the case of one 
who is perforce slowly and carefully doing 
that which he knows is a crime, especially, as 
is almost always the case, if he is a novice at 
the work, for forgery is generally a single act 
standing alone in a man's lifetime. 

This work treats only of the calling of the 
expert who is called upon in court in cases 
involving QUESTIONED ACCOUNTS, AL- 
LEGED FALSE ENTRIES and DISPUTED 
HANDWRITING, and although the experts 
in these lines, especially the so-called Hand- 
writing Experts, have always been and always 
will be fair targets for the shafts of wisdom, 
wit, doubt and sarcasm of the opposing attor- 
neys ; this book is not written in any sense of 
being an apology for or an attempt to defend 
expert testimony. When a man takes the stand 
to testify as an expert he should be prepared 
to throw down the gauntlet to any laywer who. 
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in the discharge of his duty, comes to pick it 
up. 



CHAPTER I. 

THE HANDWRITING EXPERT. 

Since Belshazzar in the midst of his feast- 
ing saw the characters on the wall, the words 
whose interpretation he could not fathom, and 
called the wise man Daniel, the handwriting 
expert has been the man of last resort even in 
the highest courts of the land. 

But just as his skill amidst the feast of the 
golden vessels awoke the jealousy of those 
who were his inferiors in wisdom, so the 
working of the handwriting expert of today 
arouses the easy criticism or the frankly grave 
doubts of men who do not understand its 
theory, practise or practicability. 

"Guess work for court fees" it has been 
called among other things; in fact, the man 
who dares to assume that he has authority in 
handwriting is apt to be looked upon by many 
as some sort of a genteel confidence man. 
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So from bench and bar, from press and 
public to no line of expert testimony called 
in our courts of justice, falls in proportion 
to its limited field, the amount of skeptical 
criticism that is awarded to that of chirog- 
raphy, or to those who, making the business 
a profession, are called, "The Handwriting 
Experts." 

The man who professes to be an expert in 
chirography is often classed by those who 
have no practical knowledge of the business 
as about on a par with so-called professors of 
the occult sciences, as one who practices on 
the credulity of his fellow men, as one who 
tries to impress upon those not versed in his 
art that he has special gifts and can produce 
results unattainable by others. 

No greater mistake in *• judging another's 
work by one's own knowledge of a subject 
was ever made. 

Any man possessing an average brain who 
takes the trouble and has the patience and per- 
serverance to follow up the study, can be a 
Handwriting Expert. 
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He need not concern himself about his skill 
with a pen, his orthography or his grammar. 
A college course would be a waste of good 
time and as a man has only a certain number 
of years allotted him in this world, time is an 
important factor in that profession. 

The study must be one he can interest him- 
self in to the exclusion of any other. 

He must have the perserverance that will 
keep his mind on his work, not necessarily tc 
the exclusion of all other duties, or there would 
be fewer qualified Handwriting Experts than 
there are even now but the study and practise 
must dominate all others. 

Every scrap of another's writing is a text 
book in which he soon finds fascinating study — 
not for the composition, for he quickly learns 
to study another's writing and not read a word 
of it. For example, while registering at a 
hotel, to glance down a whole page not con- 
cerning himself with a name as a name, but 
to note at sight the various characteristics, sep- 
arate the individualities or detect a disguised 
hand, if there is one; all this is practice. 
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He must have that patience to wait until 
he himself knows he is an expert, for he will 
realize after a few years of study that he is 
liable to err in his deductions on an average 
of about three to one, yet one success will re- 
pay him in self-satisfaction for all his labor. 

His failures and mistakes will be the most 
valuable auxiliaries in the persuance of his 
study. 

One compensation will be that the longer he 
studies the more interested he will become, 
and if he has a sufficient supply of perse- 
verance and patience in his makeup to draw 
upon, he should have completed his course 
so that he will be able to pass an examination 
whereat he will be the only judge, in fifteen 
or twenty years. 

This is why there are only about twenty 
qualified Handwriting Experts in all the 
United States and Canada to draw upon. 

In a recent celebrated murder trial there 
were eight Handwriting Experts, and the sup- 
ply of Massachusetts, Pennsylvania, Illinois, 
New York and Washington was exhausted be- 
fore the requisite number had qualified. 



CHAPTER II. 



COUNTERACTING THE EXPERT'S TESTIMONY. 



After the expert has qualified to his own 
satisfaction, (and he will quickly find that he 
himself is about the only one that will have 
any abiding faith in his ability), if he expects 
to be accepted by the public as an authority 
in the line of chirography he will soon have 
that conceit taken out of him. 

He may be called to testify as to the gen- 
uineness of a disputed signature on a check 
or note, and he will face a jury of skeptics; 
the judge himself will look bored, and very 
likely show by his manner that he has little 
regard for that to which the expert will tes- 
tify. The lawyer for the opposite side is go- 
ing to make the most of the fact that the 
expert (?) will only express an opinion and 
"Mr. Foreman and Gentlemen of the Jury" 
will be shown that their opinicoi backed by the 
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witnesses he will produce, is far more worthy 
of credence than that of the alleged "Expert." 
He may bring all his experience to bear 
on the case. He may show in a most logical 
manner that he is warranted in saying under 
oath that he believes the signature to be, say 
for example, a forgery. 

If the opposing attorney is wise he will 
keep away from the points made by the ex- 
pert, and generalize, if possible try to make 
the expert admit some previous mistake, or 
introduce some matter or incident entirely for- 
eign to the case; anything that will tend to 
create a doubt as to the expert's ability in 
the minds of the jury, and drop the cross- 
examination there. 

To offset the expert's testimony, almost 
anyone is eligible, but the most popular and 
impressive class to put on the stand is the 
bank man ; any kind will answer, for instance, 
the paying teller or cashier of some locally 
well known bank. This class of testimony 
while practically worthless from an expert 
point of view is the hardest to overcome. 
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Why? Because they will also testify to 
what they believe to be true. 

They look only at the similarities between 
the questioned writing and the standards and 
if the work is well done they will answer the 
usual question — "Would you have any hes- 
itancy in paying a check bearing this signa- 
ture as written on this exhibit?" with an em- 
phatic "NO;" this answer will be confirmed 
by every one who has any knowledge bearing 
on the penmanship of the person whose writ- 
ing is disputed — ^and the preponderance of the 
testimony is overwhelmingly against the ex- 
pert. 

And yet the expert arrived at his opinion in 
the only true way. He knows that it is only 
a matter of skill in copying, tracing or draw- 
ing that influences the other side, but his 
opinion has gone for naught unless the judge 
himself has the discernment to weigh all the 
testimony and value it for what it is worth as 
a whole. 

That which convinced the bank teller was of 
the least significence to the expert in his in- 
vestigation because a forgery, to be a forgery, 
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must be an attempt to imitate another's writ- 
ing. Of course it must be more or less like 
the standard or else it would not be tried. If 
it is a bungle no question would be raised in 
the first place. But here is a piece of work 
so like the standard that there are reputable 
witnesses who have no interest in the matter 
ready to state under oath what they believe 
but who are deceived by a good likeness on 
the face — ^and who can at most make only a 
superficial examination. 

If such testimony is allowed in court to off- 
set that of the skilled expert, then how is suc- 
cessful forgery to be overcome? 



CHAPTER III. 

WHERE THE EXPERT FIGURES IN CASES THAT 

DO NOT GO TO TRIAL. 

It is not in the trial of cases that the ex- 
pert proves his value. Every lawyer who has 
had experience in cases involving the necessity 
of calling in the services of experts, knows 
that the Handwriting Expert is the means by 
which more cases are settled out of court 
than any other line of expert work. 

This is a broad statement but I will show 
you how true it can be. 

A signature or endorsement is disputed. 
The expert is furnished standards and brings 
his art to bear on the work of proving genuine- 
ness or falsity. 

He should charge for his diagnoses of the 
case whether it be for or against the side of 
his employer — Most experts prefer not 
to be told which side his employer is on, as 
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it proves to one man at least that the opinion 
given is honest. 

In nine cases out of ten he will be able to 
say whether the writing is genuine or a for- 
gery, and it is an equal chance that his opinion 
will be the reverse from that hoped for by his 
employer. 

If it is, the expert can generally prove his 
deduction so plainly that the case has a very 
slim chance of reaching its number on the 
court list before a settlement. 

A bank calls in an expert regarding the 
genuineness of an endorsement on a note; 
they usually wait till after the suit has beien 
brought. 

It may be that the expert shows the bank 
that it has accepted a forgery. 

Does this case go to trial? Hardly. 

There is a call on the maker of the note, 
a quiet little conference in which the detailed 
report of the expert is produced, a plea for 
mercy and a bond of indemnity by friends 
or relations; but the public will never know 
that the expert saved the county the expense 
of a protracted civil or criminal trial, aye and 
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innocently assisted in compounding a felony. 
So it is that in matters bearing on disputed 
writing, the Handwriting Expert clears the 
docket of more untried cases than any other 
class. 

Without aid of the Handwriting Expert, it 
would be only a matter of skill in imitating 
that would secure the conviction or acquittal 
of a forger. 

If the criminal did his work well enough 
to stand a superficial examination, no court 
could, on that evidence alone, convict him 
and it would be the most profitable source of 
revenue for the one capable of committing the 
crime. 

An estate is being settled and, as frequently 
happens (more frequently than court or public 
is aware), a note or other obligation comes to 
light which, if proved, will upset all calcula- 
tions in the adjustment between the estate and 
heirs. 

The only one who could verify or divSprove 
the alleged obligation is the deceased, and him 
whose interest it is to make good his claim. 

Shall this claim be allowed because the sig- 
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nature bears so dose a resemblance to that 
of the deceased that the paying teller of the 
bank where the deceased did his business will 
honestly say he would have cashed a check 
bearing it when in fact it may be a skilfully 
executed copy of a check signature? 

Certainly it is only reasonable to expect 
the one capable of presenting a false claim, 
to build up a story whose foundation stone is 
the fact that the grave reveals nothing, con- 
tradicts nothing. 

It is in a case of this nature that the real 
expert's work comes into play, for the whole 
business is new to all concerned but the ex- 
pert. It is old to him; to him it is either a 
genuine signature or a forgery, similarity cuts 
no figure with him. 

Every square inch of the document is scru- 
tinized by him with the concentrated skill of 
years of experience. 

Not un frequently he finds something that 
will clear away all doubts as to falsity in the 
most unexpected way; it may be the ink, the 
paper itself, one letter or figure. A little some- 
thing to which no one unpractised in his work 
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would give a second glance may be the finger 
pointing to a solution of the whole, proving 
the falsity of the document without regard 
to the signature at all. 

A case in point will illustrate how an ex- 
pert's work may figure in a case while the 
expert himself stays in the background so far 
as court or public are concerned. 

Within the past year I had a case that had 
held up the settlement of an estate for five 
years. It involved a sum sufficient to prac- 
tically wipe out all the legatees under the will 
of the deceased. 

A note bearing the alleged signature of the 

deceased, with a most ingenious and plausible 
story that seemingly would explain everything 
having any bearing on the reason for assum- 
ing the obligation and concealing the facts 
from his relatives, was in evidence. 

The lawyers representing the claimant were 
of unquestioned integrity and standing, be- 
lieving fully in the justice of their case on 
one hand and two admitted standards of the 
deceased's writing on the other. 
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A comparison of the signatures on the note 
and the standards of the deceased's writing 
would satisfy anyone not qualified to make 
more than a simple examination, that the note 
was genuine. 

I got my. fir St clue from a seemingly inno- 
cent blot of ink that through all the years of 
litigation had been accepted for what it ap- 
peared to be. But the expert dealing with a 
questioned paper accepts nothing for granted. 

Before I got through with that blot I was 
able to prove (I use the word "prove" for 
what it means) that the signature was written 
before the body of the note was filled in. 

Here was a starting point; the well known 
business habits of the deceased precluded any 
such procedure under ordinary circumstances, 
and while in itself it would not be enough to 
discredit the signature, it broke down the story 
that was built up to sustain the whole transac- 
tion. The rest was simple. The forgery was 
proved to the satisfaction of the reputable at- 
torneys for the claimant, and they withdrew 
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from the case. The claimant was only too 
glad to be allowed to drop the suit and the 
estate was settled equitably. 



CHAPTER IV. 

THE EXPERT ON THE STAND. 

As an illustration of what a qualified ex- 
pert has to contend with under cross-examina- 
tion before a jury. 

I was once called in a case where a property 
owner had been sued by a business house for 
materials furnished a contractor who had con- 
structed a block of tenements of the defend- 
ant. 

It was shown that the business house, con- 
sidering the contractor a poor credit risk, had 
demanded a guarantee which the contractor 
agreed to furnish. 

One suitable to the firm was typewritten 
and the contractor took it away with him 
bringing it back with the defendant's name 
signed at the bottom. 

The firm knew the defendant and was fa- 
miliar with his signature and aa the materials 
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were going into his building, and knowing his 
relations with the contractor, no suspicion was 
aroused. 

The materials were furnished as fast as 
called for by the contractor, occasional pay- 
ments were made on account, until the build- 
ing approached completion. 

About this time the contractor, who had 
gotten into financial difficulties with the de- 
fendant, abandoned the work leaving the de- 
fendant to complete it himself. 

It transpired that there was a balance of 
several thousand dollars unpaid for materials 
furnished the contractor who had taken ad- 
vantage of the credit under the guarantee. 

Without going into details pro and con; — 
suit was brought against the defendant and 
the guarantee was in evidence. 

The paper was submitted to me for examin- 
ation. I had no knowledge as to which side 
the attorney who called me was on, until after 
I gave my opinion. I pronounced it a forgery 
and was engaged by the defence. 

Hundreds of checks were submitted as 
standards of the defendant's signature as well 
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as scores of letters, notes, etc., and any one 
not skilled in the detection of a forgery would 
believe that the signature on the guarantee 
was genuine. The defendant himself under 
cross-examination, several times stated that he 
could not see any difference between it and 
the others he knew to be genuine and seeing 
it anywhere but on that paper he would say 
that it was his signature. 

These admissions of the defendant backed 
by the statement of his banker, that he, "had 
not the slightest doubt that the signature was 
genuine," were all used by the plaintiffs' attor- 
ney in my cross-examination to show the jury 
the "absurdity" of allowing "theory to weigh 
against facts." 
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Every circumstance bearing on the evidence 
favored the plaintiffs, but I was able to satisfy 
the jury that the signature was a skilful trac- 
ing of that on the agreement signed by the 
defendant when the contract was given to the 
builder. 

A comparison of the genuine signature of 
Benton with the forgery will demonstrate that 
both will superimpose to a hairs' breadth. A 
microscopic examination shows that while the 
genuine was normally written, taking proba- 
bly not more than three or four seconds of 
time, the forgery was not written at all but 
is a tracing from copy and must have taken 
more minutes than the genuine took seconds. 
The microscope brings out all the pauses, pen 
lifts, joinings of broken lines and the shadings 
added after the sketch or tracing was made. 
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But in cases of this nature the expert is 
ever on the look out for some foolish, even 
idiotic break in the part of the forger and 
generally he is rewarded. 

In this instance note the little upward ex- 
tension following the end of the name. When 
the tracing was finished the forger stopped 
after the final "n," possibly the line was too 
faint to be followed through the paper, but 
when he compared his work with the genu- 
ine, he noted the discrepancy and STUCK ON 
A TAIL. He could not have possibly ruined 
his work in a more thorough manner. Had 
he left well enough alone, the expert would 
have had only his own theory to stand on and 
the jury might have discounted the retouch- 
ing, shading, etc., in the face of all the evi- 
dence supporting the signature. But it is so 
obvious to everyone that the mark left by 
the pen at the end of the signature as one 
gradually lifts it with an upward sweep or 
twist always varies in height, is of no import- 
ance and is never considered at all; therefore, 
why should anybody carefully annex an ex- 
tension as in this case? To his own satis- 
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faction the expert knew that he had established 
his case without it but, this was just what was 
needed to clinch it with judge and jury. 

That I was right was afterwards proved by 
the confession of the forger who paid the 
penalty of his crime in prison. 

One cannot well blame the jury for dis- 
crediting an Expert's testimony when even 
the judge on the bench will, with the very best 
intentions, break down the expert's whole 
theory by charging nothing but what would 
appeal to common sense, and yet be the means 
of thwarting justice. 

I was once associated in a case with a fellow 
expert, one who has testified in courts for 
nearly fifty years and has never once stulti- 
fied himself by testifying to what he did not 
believe. We were compelled to make the most 
unusual statement for our line of work. 

A mortgage deed alleged to have been given 
to secure a note was in issue and the defen- 
dant in the suit denied any knowledge of either 
mortgage or note, although both were wit- 
nessed by a former attorney of his. 
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We, the experts, were expected to show that 
forgery had been committed in both cases. 
We testified that "We found the signature to 
the mortgage deed genuine, and that on the 
note a rank forgery** We did more harm than 
good as far as our client's interests were con- 
cerned. 

The judge naturally showed the jury that 
it was ridiculous to think that a genuine mort- 
gage could be given to secure a forged note. 
The temptation to air a little sarcasm about 
the value of handwriting testimony was too 
great to resist, especially as the opposing at- 
torney had not missed the splendid opening 
given him by the experts. 

As only could be expected, our client lost 
his case, we had only the consolation of 
honestly believing we were right. It was some 
satisfaction later to know that the mortgage 
signature was obtained by a subterfuge and 
that the agent who afterwards filled in the 
blank deed and forged the note to fit the 
mortgage, is now a fugitive frona justice for 
the crime of that forgery and others. Yet, 
no one of those who were in the court that 
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day connects the "Failure of the Experts" as 
the honorable judge termed it, with the se- 
quel. 



CHAPTER V. 



THE expert's field FOR WORK. 



It does not follow that an expert is only 
called upon to try to prove forgeries; on the 
contrary, his best work is often done in verify- 
ing a genuine signature written under some 
abnormal condition. 

Circumstances surrounding the signing of 
a document, might, and often does produce a 
signature so different from the normal hand 
of the writer as to create a reasonable doubt 
in the mind of anyone familiar with it. 

Illness, feebleness, position, may be the 
cause of a unique signature upon which the 
expert has to pass judgement. 

His business is to overcome all obstacles in 
the line of writing, be able (if such a thing 
is humanly possible) to first arrive at a de- 
cision in his own mind and then make his de- 
ductions si^fficiently clear and intelligent to 
convince. 
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I have had recently two different cases 
wherein I proved guilt of parties accused of 
raising checks on receipts. 
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It will be seen by the cuts that in both cases 
the same combinations of letters in spelling the 
numerals most frequently taken advantage of 
by this class of criminal are used. 

It might save some annoyance and possible 
loss if when in writing checks or receipts to 
bear in mind that "iv" as usually written can 
be utilized as "ev" or "w" or vice versa with 
little or no alteration. 

This is really the simplest work that comes 
to the expert. To get results it is only a mat- 
ter of microscropic examination or re-agents 
to detect erasures or use of chemicals. 

The reason an expert cannot be deceived by 
a likeness, similarity, or what is often termed 



FALSE ENTRIES 45 

the pictorial effect in writing is that he has 
learned to go deeper than all these surface 
indications. He neglects nothing bearing on 
his comparisons, but is able to classify and 
value each at its actual worth in the case. 

The individuality in the writing of every 
one naturally can be noted by one skilled in 
the search more readily than by those who 
never had occasion to make investigation be- 
fore. 

Everybody follows some one or other type 
of writing but it is a fact that each individual 
has a penmanship peculiar to himself and no 
mortal can write even three ordinary lines 
and not disclose some of his own individuality. 

This may not appear in a single chance sig- 
nature and if the expert has only a signature 
lacking this, he has a hard problem, and he 
stops right there if he is honest and respects his 
profession, for the reputable Handwriting Ex- 
pert may say he does not know, but he never 
makes a guess where an opinion is sought based 
upon his standing in his profession. 

Many say they can write in several different 
hands and can disguise their writing so that 
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no one could detect them. If the reader has 
any such conceit let him try it with a com- 
petent expert. The reason no one can success- 
fully disguise his writing so as to defy detec- 
tion is, that everyone has certain UNCON- 
SCIOUS HABITS that have taken such a 
firm root that he could not avoid then even 
if pointed out. So one cannot guard against 
something of whose existence he is ignorant. 

Once an expert has familiarized himself 
with the unconscious habits of the writer by 
study of admitted standards, it makes no dif- 
ference whether the writing is in the old favor- 
ite style of all that think they are disguising 
their writing. I mean the back-hand writing 
of every amateur, or distorted in any way to 
suit the fancy. That is why the qualified ex- 
pert never fails to land an anonymous letter 
writer. 

Indeed it is a well established fact that the 
anonymous letter writer is generally petty 
game for the qualified expert, who, given a 
proper standard to work on, can show the 
anon3mious writer's attempt to conceal hii or 
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her identity by the introduction of disguises, 
such as the distortion of the shape of the 
letters or changing the general appearance of 
the writing, and imagining that the disguise 
is effective, is a fatal error. 

The identity of the writer may be lost to 
the unskilled or casual observer, but to the 
expert it may be likened to a man's attempt to 
deceive his dog by changing his suit. 

The dog may growl at first glance, but once 
he gets his nose within range he wags his tail. 

Take for instance the type of threatening 
letter sent in earlier days in the South and 
West to get a timid but dangerous witness 
out of the jurisdiction of the court. 

A glance at the phraseology is often suffi- 
cient for the one versed in the study to deter- 
mine the mental calibre of the writer, often 
leading him to discard all the suspects and 
pick out the most unlikely subject as the au- 
thor, for instance, the good grammar and ig- 
norance in the art of misspelling correctly in- 
dicate the right point to start from in the case 
shown here. 
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CHAPTER VI. 

EXPERIENCES OUT OF THE ORDINARY. 

Every expert has unique experiences which 
having no special bearing on writing alone 
bring into play his investigating talents as it 
were. 

About the most interesting one of this class 
I ever had was a case that came to me some 
years ago from a Maine Court. 

A bill was presented against the estate of 
a man who in life conducted a large milling 
business. The claim was for blacksmithing 
work, repairs, etc., and ran along during a 
period of some eight years aggregating about 
four thousand dollars. 

The only ohe who could discredit the ac- 
count positively was dead. The claimant 
offered as evidence two cheap pass books such 
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as are given away to country stores for the cir- 
culation of the advertisements on the covers. 
All the entries were made in pencil, but every 
separate entry or charge was shown in detail 
without a single apparent discrepancy. 

These "books of record" with claimant's 
testimony were accepted at trial in the lower 
courts as of greater weight than the testimony 
of the defense, and judgment was given the 
plaintiff. The defendant appealed, but the 
higher court sustained the verdict of the lower 
and it was up to the defendant to pay the bill 
and costs. 

At this point the defendant's lawyers ob- 
tained a stay and permission to submit the 
books for an examination by an expert to 
learn if possible whether there were any 
grounds for discrediting them other than had 
already been shown at the trial, and the books 
were sent to me. 

The case looked hopeless at first, for, as I 
have stated a lead pencil only was used and 
time has no effect on a pencil mark. After 
a number of fruitless examinations from cover 
to cover looking for a tangible due, I happened 
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to notice that the date of one entry appeared 
to be of a different marking than the entry 
itself. After establishing this, the rest was 
easy as unravelling a stocking. The micro- 
scope showed that all the entries were made 
first and the dates inserted afterwards, but 
that the pencil had been sharpened meanwhile. 
I was able to show that the same pencil was 
used for the whole eight (?) years and in 
one sitting. How? Simply by the 

wear of the lead from a sharp but soft point 
to a dull one gradually growing broader as the 
writing proceeded. 

I also showed that the man was smoking 
a cigar in August of one year and did not 
finish it until after October, two years follow- 
ing, assuming the dates were honest entries. 
This was evidenced by a mark made by the 
thumb in turning over a leaf showing the mem- 
ber was clean save for a damp tobacco stain 
left on the thumb after holding a cigar, and 
the same lines as clearly demarked when an- 
other page was turned later on. 

This very cleanliness of the hands and which 
prevailed all through both books gave the lie 
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to testimony given at the trial, i.e., that 
the entries were made by the blacksmith from 
day to day in his smithy when the different 
jobs were done, yet no bank clerk could show 
more immaculate pages than those books could, 
not a smudge or cinder mark on page or cover ; 
as previously stated they were books of the 
cheapest construction made. Yet if their con- 
tents were a true record they must have been 
opened and used by the blacksmith in his 
smithy upwards of four hundred times, still 
the starch string binding had not even started 
in either book. I found on going back over 
the calendar that the dates included some fifty- 
three Sundays and holidays. 

It was a satisfaction from an expert's point 
of view to get the following from the attor- 
neys : — 

"In this state a review of a former judg- 
ment is only granted on the most positive evi- 
dence. Yet on YOUR REPORT ALONE a 
petition for review of judgment was granted." 
The judgment was not pressed. 



CHAPTER VII. 



BLACKMAIL. 



That the ways of the blackmafler are al- 
ways devious and along crooked paths goes 
without saying. 

The man or woman who stoops to this 
method of obtaining money from another is 
naturally of a low order of humanity. If the 
blackmailer shows unusual ingenuity it can 
generally be traced back to the brain of a 
natural bom criminal or else a degenerate. 

Ninety-nine cases of one hundred are out- 
side of the scope of the expert, because they 
are of the ordinary "stand up deliver" type 
where the moral highway man comes out in 
the open before his victim and the cowardice 
of the victim is the sandbag he relies upon 
rather than the virtue of his own weapons. 
It follows then that the Handwriting Expert 
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rarely has anything more difficult than to con- 
nect the chirography with acknowledged stand- 
ards. Indeed it is seldom that any disguise is 
attempted, the blackmailer relying on the merits 
(?) of his case against the victim to obtain 
his ends. But once in a while the weapons 
used by the blackmailer are of a type that in- 
dicate exceptional devilish ingenuity. 

I recently was in touch with a case where 
a prominent lawyer was named as co-respon- 
dent in a libel for divorce brought by the hus- 
band of a former client of his. The lawyer 
had a perfect and just defense and it looked 
on the surface to be an attempt to obtain hush 
money. There was really nothing tangible 
that could be brought against the lawyer, and 
the case so far as he was concerned, seemed 
to be built upon the visits of the libelee to the 
lawyer's office which he and libilee claimed to 
be purely professional. 

The husband, however, produced a photo- 
graph of a portion of a letter alleged to have 
been written to the lawyer by the libelee 
couched in the most compromising terms full 
of expressions of endearment and admissions 
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that would seem to admit of but one construc- 
tion. It was claimed that this was found in 
the desk of the libelee and for some reason 
or other was not sent. The inference being 
that that particular page was discarded and 
another written in its stead. The writing was 
certainly the hand of the libelee, she herself 
so pronounced it and comparisons with stand- 
ards of her writing left no loophole for doubt. 

The wife had no recollection of it, how- 
ever, and she and her family could only give 
one possible explanation of the mystery; had 
she been hypnotized unawares of herself and 
written the letter ? She knew of no one, how- 
ever, who possessed such powers, certainly 
never dreaming that her husband did. The 
solution was laughable if it were not for the 
seriousness of it and it was accidently dis- 
covered by the expert, who, while examining 
letters of the wife to her husband, letters 
written during a happier period of both their 
lives and which were the standards held by 
the husband, noticed something peculiar in 
some sections of several letters and with pro- 
fessional inquisitiveness bom of his calling 
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made an examination that solved the mystery. 
The husband had taken his wife's letters to 
himself and had laid them over a sheet of 
manifold carbon paper and traced those por- 
tions of the letters that he needed to make 
up the spurious one, copying whole sentences 
at a time filling in with odd words here and 
there, and reproducing a page signed and com- 
plete all except the insertion in his own hand 
of the first name of the lawyer, just sufficient 
to connect the letter as he schemed. In fact 
the insertion in his own handwriting was so 
cleverly done that, buried as it was among the 
other parts of the letter, escaped the notice 
of even the expert as far as any suspicion of 
that particular name was concerned. 

That case was dropped for the sake of avoid- 
ing publicity and is only another of the class 
in which the expert's work is unrecognized be- 
yond the portals of his private office. 



CHAPTER VIII. 

WHERE THE TYPEWRITER FIGURES. 

Since the t)rpewriter has come into prac- 
tically general use in all lines of business, 
more especially in the legal profession, one 
might naturally infer that the expert in 
chirography would have no opportunity to 
practice his skill in the investigation of mech- 
anically printed letters and figures. 

And yet the expert frequently finds pro- 
ductive territory when working in that field. 
It goes without saying that where so many 
different mjachines of any of the most popular 
makes are in use, there can be little or no 
individuality to work on so far as relates to 
characters. Still there are many points on 
which the expert, practised in the observance 
of minute details, may work to advantage and 
it frequently happens that the most unlocked 
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for denouements are the results of this exam- 
ination of a questioned t3rpewritten document. 
The most satisfactory and important feature 
of such an examination is that when results 
are obtained they are always conclusive. The 
expert does not have to ask that his opinion 
be taken; on the contrary, he produces facts 
that cannot be successfully contradicted. 

While all of any particular make of ma- 
chine have type letters or characters made 
from same mould and which when new would 
all print in duplicate, still many little imper- 
fections in printing are constantly appearing 
on the work of the different machines. Some- 
times it is one letter on one machine that is 
tilted off its proper angle and, another letter 
striking unevenly on another machine, faulty, 
or different makes of type, all points to look 
for on an examination because this generally 
covers ever3rthing that the expert has occasion 
to look for. 

It goes without saying that when a type- 
written document is passed between parties 
that it is understood and examined at the time 
and if an)rthing was out of order it would be 
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noted then. Therefore when one is ques- 
tioned it is because some interpolation or ad- 
dition is suspected or charged. Now if one 
side claims that the document is in its original 
shape, and the other that some additional 
clause has been inserted, or the meaning of 
some component part has been changed, it 
must necessarily have been done at a differ- 
ent time and probably on some other type- 
writer. If the expert can prove by a phy- 
sical demonstration that the alleged inter- 
polation could not have been printed by the 
machine that printed the balance of the docu- 
ment, he has made his case. Frequently he 
can do this. I give here as an illustration a 
case given me within the past year. A type- 
written receipt for a considerable sum of 
money was in dispute and the case was on 
trial. 

The receipt was for pa)mient of $500 on 
account of a mortgage and the party who gave 
it claimed that after the original receipt was 
given there was an addition to it stating that 
the total amount paid was $1,945.10 claiming 
that "Total amount paid $1,945.10" was an 
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interpolation. A great deal of time had been 
given in the trial of this case before a master 
and much evidence pro and con had been 
submitted. 

The final cipher on the $1945.10 overlapped 
the initial stroke of the signature, at least the 
giver of the receipt so claimed, while the hold- 
er claimed that the initial stroke overlapped 
the cipher because the receipt was not signed 
till after the whole had been typewritten. The 
paper was submitted to me for microscopic 
examination but while setting my glass on the 
document I discovered that the alleged inter- 
polation was really written with a diflPerent 
machine than the rest of the receipt. This 
was so palpable that the wonder was it was 
not discovered before as the paper had been 
an exhibit during months of litigation. 

The original amount $500 for which the 
original receipt was given showed a dollar 
mark with two cuts through it while the 
$1,945.10 had only one stroke, settling the 
matter conclusively. 



CHAPTER IX. 



DISCREDITING AN "x'^ MARKw 



Naturally anybody, be he an expert or nov- 
ice, who would say he could identify or dis- 
credit a mark of this kind standing alone would 
rightfully be considered a charlatan by any- 
one possessing ordinary common sense. And 
yet in one instance at least under my own ob- 
servation I have seen this done and proved. 

An ignorant Sicilian who had by thrift in 
a small business at first, gradually accumu- 
lated considerable wealth but who never used 
a pen only when called upon to make his "X" 
mark, and only then by direction of his trusted 
attorney, was called on to defend a suit 
brought against him as endorser or guarantee 
on a paper involving a considerable sum. 

It would naturally seem that in a case of 
this kind everything would acpend on the 
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evidence outside of an)rthmg having any bear- 
ing upon the handwriting (or marking in this 
case). Both sides presented evidence sustain- 
ing their own and contradicting the other's 
contentions, and the contest was a draw until 
the defendant's attorney thought to call on 
an expert to see if he could make anything out 
of the case. 

What looked like an impossibility really 
turned out to be simplicity itself. 

As stated before and proved to the satis- 
faction of every man in court, the defen- 
dant was telling the simple truth in stating 
that, owing to his utter illiteracy, he never 
had any possible use for a pen other than on 
rare occasions to make an "X" mark under 
instruction. Now he naturally would regard 
an occasion of this kind as one of moment to 
himself as it represented a money or property 
transaction. 

Also when a man of this calibre does make 
his "X" mark he either holds the pen indepen- 
dently or else holds his finger against the top 
of the holder and lets the one holding the pen 
make the mark He testified he always held 
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the pen himself and the plaintiff test- 
ified that he did so on this oc- 
casion. Every one not used to writing, 
grasps the pen with a grip like the school 
boy learning to write. It is only after one has 
become used to writing that one holds the 
pen lightly. 

The defendant produced a number of stand- 
ards showing a carefully and slow or laborious- 
ly made "X" bearing out his own story. 

The "X" on the questioned document had 
first a straight hurriedly made line, made with 
a heavy pressure at top and ending with a 
gradually diminishing line to a curve and the 
cross line commencing at the upper right was 
a perfect and clean compound curve. 

It so happened that the plaintiff had made 
a ntunber of "X's" on the other paper pro- 
duced in evidence that were perfect counter- 
parts of the one in question and as he was 
also a fluent writer, this and other weak points 
in the plaintiff's case changed the status of 
the case and shifted the burden of proof. 
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CHAPTER X. 



FORGERY. 



Forgery as bearing on handwriting is an 
attempt by one party to imitate or counter- 
feit another's writing. The success of a for- 
gery is largely dependent on chance or cir- 
cumstances rather than the skill of the one 
who makes the attempt. 

Many people have a peculiar faculty for 
copying but only ordinary originality. It is 
often the knowledge of this faculty that has 
been the first stepping stone that has tempt- 
ed many a man to the commission of a crim- 
inal act. A clerk who prides himself on his 
skill with a pen as a fluent or easy writer 
begins by imitating another's style of penman- 
ship, showing oflP as it were; hardly a large 
office but has one of this class, no thought of 
dbing anything wrong at first, only a natural 
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conceit which he likes to display to his fellow 
clerks, but often it is the opening of the gate 
to the pathway leading to crime. To the 
credit of mankind but few ever realize this 
or pass through. But all experts know of 
cases where the first step leading to an act 
that the man at first never dreamed of com- 
mitting, has been traced back to this very 
habit of showing off one's skill in imitating 
with the pen. 

Strange as it may seem, the work of the 
skilled imitator is generally the easiest to over- 
come or detect that the praticed expert has 
to deal with in the line of forgery. 

The explanation is simple but demonstrates 
the utility of the expert. In the first place, 
the natural writing of his signature by the 
ordinary business man occupies but a few 
seconds of time. It is an automatic act as 
it were. Take for instance a cashier who in 
the course of a day's work signs his name 
to checks and drafts dozens of times every 
day. He scans every paper that he signs not- 
ing date, payee, amount, etc., and if called 
upon months afterwards, any of these points 
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would be indelibly impressed upon his memory 
but he would not in one case in ten be able 
to contradict you if, before you got to the 
door after receiving such a paper from him, 
you had turned around and told him he had 
not signed his name to it; he would start to 
apologize and never think of doubting yottr 
word. 

If the reader signs many checks he will 
recall frequent instances of enclosing one in 
a letter and then tmsealing the envelope to 
see if he had not forgotten to sign; the date, 
payee, and amount were all impressed on his 
mind but the most important of all he had 
no recollection of. 

This shows a man's signature is really an 
automatic movement. Every pen stroke in 
it is literally an unconscious movement of it- 
self, controlled solely by habit acquired after 
years and years of writing it. 

Now to forge this may look simple to the 
novice or the skilful manipulator of the pen, 
but all the skill ever attained by man could 
not enable another to write your name as you 
do it yourself. 
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To forge another's written name, the forger 
is compelled to make a DRAWING, that is 
a copy; and that which occupied seconds of 
time by the writer necessarily takes minutes 
or more work by the forger. It is palpable 
that to execute with any degree of similar- 
ity an ordinary capital letter in a name, a 
letter that has some peculiarity of start or 
finish, or connecting flourish or combination 
with another initial all of which when made 
by the original writer by long practice required 
no care or thought, now requires the most 
minute care and consideration by the forget 
who only aiming at the pictorial eflPect for 
similarity DRAWS from start to finish in an 
attempt to produce what is to him a perfect 
copy. No man ever wrote his name twice 
alike, and rarely two diflPerent times so close- 
ly alike in general eflfect as the copy the forger 
will make. 

Hence it is that this very care exercised by 
the forger inevitably leaves telltale finger 
points along the path of the forger's work that 
arouses the suspicion of the one skilled by 
long practice in examination. The very at- 
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tention paid to detail by the amateur in his 
work is often his Waterloo. 

Take for instance a combination of a first 
name, a middle initial, and a surname ; by con- 
stant practice the original writer dashes it 
off without a thought as to care or symmetry, 
just writes it down as he has thousands of 
times before. Every movement from start to 
finish is practically automatic. The action of 
the muscles of his fingers, hand, wrist, even 
arm, in writing his signature, by the man 
whose business calls for such an act regularly 
and frequently, are all practically the same 
from week to week or year to year. The only 
variations are caused by space, position, or 
some unimportant detail, but the general effect 
is always the same. There is no hesitancy 
or uncertainty and an utter freedom from 
care or thought as to just how one letter con- 
nects with another or does not as the case 
may be. The punctuation is always in keep- 
ing with other signatures, start and finish the 
same in fact. Although one may be shorter 
or longer than others or may be written with 
a different pen, yet the man himself will know 
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his writing as his own even if he has entirely 
forgotten all the circumstances connected with 
the making of it. 

The forger, however, takes one of these 
signatures and tries to copy it. He is doing 
a criminal act possibly for the first time in 
his life; he cannot help realizing what the 
consequence of failure must mean to him. 
Nature never made two human beings alike, 
therefore he must put a new set of muscles 
and movements to work in trying to do what 
the other man has done. The other man wrote 
with his whole arm it may be. The forger 
in drawing must confine himself to the con- 
tracted movement allowed in using only his 
first and second fingers and thumb steadied 
by his wrist resting on the paper. Slowly and 
carefully therefore he DRAWS, HE DOES 
NOT WRITE. 

He cannot draw from copy without look- 
ing at die copy: He cannot look at the copy, 
or at least it is only natural to suppose he 
dofs not, without pausing in the drawing. 
Aad even though to his eyes and to other 
eyes when the work is finished, he has what 
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appears to be an exact duplicate of the orig- 
inal, yet when this is given to an expert for 
examination, assisted by his microscope, not 
a pause or a penlift escapes him. 

I have fotmd as many as thirty-four of 
these pauses and peiilifts in a signature con- 
taining only sixteen letters in all, written re- 
gardless of speed, and only taking the time 
to lift the pen and carefully join at the breaks, 
in following the forger's work, it took about 
two minutes to go over these sixteen letters, 
possibly took the forger five, and when one 
realizes that it has averaged the original writer 
only several seconds to sign his name, it all 
goes to prove of itself that the best apparent 
imitations are the surest ones to detect as for- 
geries. 

The hardest work that comes to the expert 
is the forgery of the name of an illiterate man 
or one whose ordinary writing is practically 
rarely more than simply putting his name to 
a document. The detection of this dass of 
forgery is governed by circumstances. Many 
good experts have had to confess failure in 
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work of this class and say to their employers 
that they DID NOT KNOW. 

The forger has not only to simulate the 
characteristics of the other's handwriting but 
he must also hide his own, and as every writer 
has more or less unconscious habits of his own 
in writing, and which being unconsciouns can- 
not knowingly be disguised, the really success- 
ful forger does not exist I don't say that 
a certain measure of success has not reward- 
ed the forger's efforts in cases where the for- 
gery was not contested or even suspected, but 
I do say that once the lime-light of competent 
investigation has been turned on the work of 
a forger it has rarely escaped discovery. 

There is a theory that plain writing is most 
easily forged. This is not true. Obscure sig- 
natures are most easily forged, and the so- 
called "freak" signatures which nobody can 
read, easiest of all. Men spend time perfect- 
ing a freak signature, and write it with pride, 
thinking it is so odd nobody can imitate it 

The accompanying illustrations are good 
examples of comparisons between natural and 
freak signatures. 
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The signatures of Hon. Frank S. Black, 
Ex-Governor of New York State, and Dis- 
trict Attorney Jerome are certain!^ pbki and 
commonplace. 

The sjgoatxnne of R. E. Coburn and E. A. 
Leigbton, cashier, are those of two well known 
bankers, one in Iowa, the other in New Hamp- 
shire. 

I believe any Handwriting Expert of ex- 
perience in detecting forgeries will agree that 
a successful forgery of the Jerome and Black 
signatures would be practically impossible, 
and that a school boy, with just a little prac- 
tice, could make an imitation of the freak sig- 
natures that no Handwriting Expert could 
honestly dispute. 

The above signatures were furnished the 
author with permission to re-produce in this 

volume. 

.J 



CHAPTER XI. 



THE BANK MAN^S TESTIMONY VS. THE 



QUALIFIED EXPERT. 

What is more reasonable than that the jury 
should accept the opinion of the bank teller 
in any matter bearing on a questioned signa-' 
ture as coming from one who, from the very 
nature of his daily work, should be competent 
to judge. And yet with all deference to the 
intelligence and acumen of the bank teller 
they have as a whole only proved to those 
who are qualified to judge the value of their 
testimony, the truth of the old adage, "A little 
knowledge is a dangerous thing." 

As an example showing the real method of 
extracting an opinion from a paying teller or 
cashier of a bank in a case where the genuine- 
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ness of a signature of a deceased person for 
instance is in dispute, I dte the following: 

The usual standards shown are checks (if 
they are to be obtained) and if the deceased 
was in life a business man there is generally 
a goodly supply of that class of paper bear- 
ing admitted genuine signatures to draw upon. 

I have seen a paying teller on the witness 
stand, after he had qualified by stating his 
position and knowledge of the deceased as 
a customer of his bank, and the fact that he 
knew his signature from years of familiarity 
with it, seeing it on checks that passed through 
his hands, take a bundle of one hundred or 
more checks that had been handed him on 
the stand, and although he had not seen a 
signature of the deceased, as in the case in 
question, for over seven years, (deceased hav- 
ing been in his grave about that length of 
time) glance at the first signature for a mo- 
ment then proceed to deal off from the top 
to bottom as fast as he would a hand of whist, 
gather up the checks and coolly say, ''These 
are all genuine signatures.'* Of course in 
nine cases out of ten they are likely to be. 
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as they are given as standards. The next 
point of procedure is to hand up the disputed 
signature; he answers after a cursory glance, 
Yes, it is genuine, no doubt of it," or maybe, 
No, it's a forgery/' Is it any wonder judges 
are pessimistic about accepting opinions on 
handwriting when they realize often that the 
so-called expert has made a mistake? In 
the case in question there were no less than 
four checks in the pile handed the teller, all 
of which he had pronounced genuine, that 
were really forgeries, had been written and 
signed by a member of the deceased's family 
during a period of incapacity, but with the 
knowledge and consent of the deceased, and 
were really poor copies of the genuine but 
had been paid over the counter of the bank 
to the party who had generally cashed the de- 
ceased's checks showing that as a rule the 
banks pay the man they know, regard- 
less of signature defects. 

I have myself heard the judge, while charg- 
ing the jury in a case where the opinion of 
Handwriting Experts figured, say that he had 
on one occasion during an interval in a trial 
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inserted among the standards that had been 
used to discredit a disputed signature, several 
copies that he had made himself, and that the 
copies were not detected by the witnesses 
who had been called as experts. This may 
in itself seem to the laymen enough to dis- 
credit the Handwriting Expert's testimony as 
a whole and with a good deal of justice in 
it too; and yet how is the expert, be he pro- 
fessional or amateur to avoid falling into just 
such a pitfall if placed in his path unless he 
is qualified to do what he professes to be 
able to do? 

If when he is called into a case as is gener- 
ally the rule, having never before seen any 
of the genuine writing of one whose signature 
is in dispute, he is given what are represented 
to him as standards of the genuine writing 
for comparison with the disputed writing, he 
has to accept these standards as genuine and 
use them as comparisons to start on. It is 
right here where can be demonstrated the 
value of a competent and qualified expert. 
Take for instance, a case where he has been 
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given fifty or one hundred bank cftecks as 
standards of signatures. 

The real expert takes these signatures singly 
and collectively; he notes the variations in 
the forming of individual letters and famil- 
iarizes himself with every point of difference 
in making a letter or combination of letters 
at one time with making the same letters 
or combinations at another, and by the time 
he has completed his study he has impressed 
on his mind just how that man could or did 
write. He then makes his comparisons. Now 
if in a case of this nature there appeared one 
or more standard signatures that showed 
any marked variation from the general aver- 
age these would be noted and set aside and be 
under suspicion until the variations were 
reconciled, but in any event, would have a 
distinct bearing cm the questioned signature 
as far as confirming or discrediting it. How 
then can this be done on the witness stand 
with judge, jury, counsel, all waiting for a 
prompt reply. No one who has the right 
to call himself an expert would dare to pass 
on the signature under such circtunstances. 
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This is the reason that an experienced ex- 
pert rarely does, and INDEED NEVER 
SHOULD after once taking the witness stand, 
accept or pass an opinion on any writing 
offered him as standards that he has not seen 
previously and had opportunity to examine 
and compare, because in the first place he or 
any one else passing upon the signature can 
only give an opinion at best and it is the rela- 
tive difference in the value of the opinion of 
the amateur and the practiced expert that 
should be shown clearly to the jury. 

Preponderence of opinion against that of 
the expert should cut no figure before the in- 
telligent jury. If the expert has a good case 
he need ask no favor; he can demonstrate 
the strength and prove the reasonableness of 
his deduction in the face of the opposing 
opinions of one or a dozen. If he can't do 
this then he is going to do more harm than 
good to his case, his profession, and himself. 

Naturally it is the frequent experience of 
experts to have to go to distant or strange 
cities to give their opinion in trial of cases 
and, having made their examinations at the 
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home office, do not reach the court house 
until the day the trial is on. If as is generally 
the case, he is the only qualified expert that 
will testify, he will likely find opposed to him 
the local bank men who are ready to and do 
testify to what they believe, rel)ring on the 
similarities or vice versa of the signatures in 
the case. 

It is obvious that when the banker of the 
town who is probably a personal acquaintance 
of the judge, lawyers, indeed every man on 
the jury, makes a statement, it is going to 
carry weight, and the expert who is a stranger 
to all has to overcome this or his opinion goes 
for little. 

I saw a clever piece of cross-examination 
once in a New Hampshire court while I was 
waiting to be called in a case on trial in which 
an alleged forgery figured. 

The cashier of the one bank in town was 
called and of course was known to every man 
and woman in the Court House. It seemed 
a waste of time to qualify him and he had 
only to glance at the questioned signature 
after being shown the writing on the stand- 
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ardsy although he had previously seen it only 
once, in a preliminary examination before go- 
ing on the stand and, without hesitation pro- 
nounced the signature a "forgery." "No doubt 
of it at all, not the 1-e-a-s-t." 

This was practically all the direct examin- 
ation and he was turned over for cross-ex- 
amination, which was in substance as follows. 

Q. — Mr. B. — "You said you have been in the 
banking business in this township for thirty 
years and a cashier for upwards of twenty 
years; is that so?" 

A.— "Yes, Sir." 

Q. — "About how many depositors have you 
in your bank at present?" 

A. — "Upwards of three hundred, Sir." 

Q. — "You are doubtless acquainted with 
many of them?" 

A. — "I may say I know all of them, sir." 
(Smiles to jury who to a man return his 
smiles.) 

Q. "Are you familiar with their signa- 
tures?" 

A. — ^"Yes, sir, I certainly am." 
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Q. — ^"Whcn a man presents his own check 
to draw money, do you scrutinize the signa- 
tured 

A. — ^"Don't have to if his account is good. 
I know his face, that is good enough for me/' 
(More smiles exchanged.) 

Q. — "How about other peoples' chedks?" 

A. — ^"Well I generally know who presents 
them." 

Q. — "Have you ever had a forgery passed 
on you?" 

A. — "No, si-rr." (more smiles to jury and 
spectators exchanged) 

Q.-^"Never?" 

A.— "Never at our Bank." !!! 

Q. — "Did you ever have a forgery tried on 
you?" 

A.— "N-E-V-E-R, SIR." !!! 

Q. — "How many forgeries have ever come 
under your notice as a Bank Man?" 

A. — "Well, ah, well, I can't say as to for- 
geries." 

Q. — "Now Mr. B. — ^Just tell the jury when, 
if ever before in your life you saw a forgery. 
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or a name on a piece of paper that was claimed 
to be a forgery." 

A. — "Well, ah, you see, I never have had 
any reason to doubt but what the signatures 
that come to our bank were all right you 
see* 

Q. — "Is this the first time you were ever 
called upon to examine a signature that was 
alleged to be a forgery?" 

A.— "Y-e-s, sir." 

Q. — ^"You have stated that you did not 
know the party whose name was on this 
paper ; but you had no hesitancy in pronounc* 
ing the signature a fprgery?" 

A. — "I compared it with the other signa- 
tures that are genuine." 

Q.— "Then if it is a forgery it is the first 
one you have ever seen in your whole Ufef* 
(Smiles from judge, jury and spectators but 
not from witness.) 

A.— "Well, ah, y-e-s, sir." 

"That will be about aU, Mr. B." 

The signature was proven beyond a shadow 
of doubt to be genuine and judgment was 
given accordingly. 



CHAPTER XII, 



THE SUPPRESSED CASES. 



Often the best work of the Writing Expert 
is done in cases that never get past the ex- 
pert's sanctum, revealing to one outsider at 
least the first glimpse of a family skeleton 
whose existence until then was not suspected 
and which once discovered is quietly and hast- 
ily locked in the comer of the proverbial 
dosety a dark secret to the few who try 
to forget. 

The anonymous letters of a vengeful woman 
to a more forttmate sister are brought to the 
expert with other letters of parties who are 
suspected; the expert failing to connect the 
writing, asks for and receives standards of 
others on whom not a breath of suspicion 
rests, sometimes brings the writing home to 
the person of all others who "simply could 
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not be capable of such an act,*' but who, when 
brought face to face with the charge breaks 
down and confesses, is forgiven and that is 
the end of it. 

A few years ago many members of one of 
the most fashionable and exclusive church 
circles in an eastern city were recipients of 
obscene and scurrilous postal cards and letters 
from some unknown person. The only clue 
to the writer was the self evident fact that 
the culprit was one of the members of the 
church, this fact being shown by the writer's 
knowledge of many little matters of no inter- 
est or concern of any but the members of their 
own circle. The pastor of the church him- 
self and his daughter were particular targets 
for these anon)mious shafts of scurrilous in- 
decencies. The pastor and the vestry took 
action privately, hesitating to call in the aid 
of the postal authorities because they, (right- 
fully as was proved later) believed the cul* 
prit must be one of their own set. 

The pastor was the greatest sufferer, in that 
not only was he himself attacked, but his beauti- 
ful and chaste daughter was almost daily a 
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recipient of letters and postals, "reeking in 
vileness such as she in the environment of 
a Christian home had never even known of/' 
as the father stated to the expert when pre- 
senting a package sent to his daughter add- 
ing, "The innocent receiver of these was con- 
taminated by their receipt/' The vestry had 
taken a wise course in the matter they having 
quietly gotten by various subterfuges speci- 
mens of the handwriting of many of the mem- 
bers of the church. A number had been se- 
cured by the daughter of the minister as well. 
The pastor in explaining the standards called 
attention to certain memoranda on the en- 
velopes and sheets, and wishing to spare the 
expert unnecessary labor in examination ex- 
plained that his daughter made notations 
showing from whom received, etc., all the sig- 
natures and other data being removed so that 
the expert could not know who wrote the 
guilty hand even if he were to connect the 
writing in any of the standards with the anony- 
mous work. That evening the expert called 
upon the minister and asked to have the 
daughter present. When the three were alone 
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he said to the daughter. ''There are just two 
people who know who the guilty one is; it rests 
with you whether the writer of these letters 
will he known to only one person more." The 
expert handed the father every scrap of paper 
he had received from him and left the house. 
Next day the father called at the expert's office 
and told him that now there were just 
three who knew. No more letters 
were sent and the whole matter was forgotten. 
Can anyone explain what species of insanity 
or aberation of mind it is that obtains temp- 
orary control of a man or woman otherwise 
refined and clean and impels them to write 
things that they would not speak, aye, even 
think of, in their normal condition, and yet 
this is a more frequent occurrence than the 
general public has any idea of. To be sure 
there is scarcely a man or woman who has 
not at some time or other written something 
that they wish it were possible to recall. But 
to lapse from decency to vileness and have 
it be only a lapse as it were, is happily not 
common but it is nevertheless a thing that 
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does happen more frequently than any one 
of a million imagines. 

Not long ago a prominent and ultra refined 
rector of a church in Cambridge, Mass., 
shocked his whole congregation and the Com- 
monwealth at large by fairly stuffing the mail 
boxes with indecent anonymous letters to the 
members of his congregation. It was claimed, 
and likely true, that over-work was the cause 
of the mental break-down, but how can be 
explained the "J^kyl and Hyde" lapse even 
only temporarily, of tiie man whose normal 
writings were necessarily on the refined scale 
of one whose sermons were for the elevation 
of mankind into a writer of vulgarity and ob- 
scenity ? 

Witfiin a year I have had a case which, 
lacking low vulgarity, was on a par with either 
of the above cases referred to for lack of 
reason or sense. 

An ordinary all round common place bus- 
ness man was for a year the recipient of semi 
or tri-weekly letters all suggestive and prolific 
in hints of past or coming events ostensibly 
from cultured and refined ladies of the high- 
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est grade of Boston society and wealth. 
These letters he would leave carelessly around 
his rooms and desk ; they were read by cham- 
bermaids and others; he probably wanted to 
be thought a gay boy and meant them to be 
read; but the thing got from his control^ 
fortunately only a little way however. 

A number of letters were taken from him 
and submitted for examination and although 
the ladies' hands were very cleverly simulated, 
there was plenty of grounds for facing him 
with the charge of writing all the 
letters to himself. He has broken 
himself of the habit but is one of those men 
who liave no use for the Handwriting Ex- 
pert. 



CHAPTER XIII. 



UNDESERVED CREDIT. 



Once in a while an expert does get credit 
for skill that is certainly undeserved. I had 
a case of this nature once and I tell it at the 
risk of losing the high opinion of my "Mar- 
velous Skiir that is now held by certain 
good people who once gave me credit for 
perspicuity that did not belong to me. 

An anon}rmous communication of some 
nature, I have now forgotten what it was, 
important to those interested, however, was 
brought to me by two very excited people 
one evening ; they were a father and daughter 
evidently of wealth, judging from external 
appearances, their carriage and livery, etc. 

It seems they suspected someone in whom 
they were greatly interested and brought 
standards of the writing of the suspect for 
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comparison with the anonymous letter. It 
took only the simplest examfoation that an 
expert can give to convince me that there 
was nothing for me in the case, if as I natural- 
ly referred, they wanted me to connect 
the two hands, and I told them so saying that 
I found nothing to lead me to any other opin- 
ion than that the writer of the standards could 
not possibly have written the anonymous let- 
ter. To my surprise both father and daughter 
manifested the most lively satisfaction, the 
latter almost becoming hysterical in her joy. 
While the father was calming her down I 
thought to help out a little by saying, ''Why 
this is certainly not the hand of a man of 
intellect such as the writer of the standards 
must be." (The anonymous letter was written 
in violet ink and embellished with extrava- 
gant flourishes, and misspelled in a natural 
manner.) I was only talking to help out the 
old man, not even nuiking a guess, so I ram- 
bled on about as follows: "Yes, I should say 
that letter was written by one of these half 
educated, half colored gentlemen who tries 
to pass as a sort of Beau Brummel, in his 
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own set, one of these sporty colored gents 
who wear yellow vests over a red striped shirt 
and a blue scarf." I stopped my rambling at 
this point because the old man and the girl 
had also stopped and were staring at me in 
astonishment. "George! BY THUNDER/' 
says the old man, "THE VERY ONE," 
says the girl. I began to feel creepy myself 
when the old gentleman shook hands and 
said, "I don't know how you fellows do it, 
it passes my comprehension, but you have 
called the turn to a hair on my d — n rascal of 
a butler." "Now Sue we will drop this whole 
thing right here. I will call tomorrow," etc., 
etc. 

They were gone before I had time to hedge 
and I could only wait. Happily it turned out 
all right. The old gentleman was on the right 
track and to this day gives me credit for per- 
spicuity that I do not deserve. 



CHAPTER XIV. 



DISCREDITING A WILL. 



When a Handwriting Expert is called to 
pass an opinion involving the question of 
whether the signatures on a will are genuine 
or forgeries, he certainly earns every dollar 
he may be paid for his services. 

It is generally when all of the witnesses to 
the will are dead or otherwise impossible to 
reach that the expert is called as a last re- 
sort. 

No matter how he may testify, his opinion 
will be mercilessly assailed by the opposite 
side, and if ever there is a fair chance offered 
of putting an expert who is not qualified 
where he belongs or discrediting one who de- 
serves that appellation of all lawyers who 
have an expert testimony to counteract. "The 
man whose opinion is for hire" or "the man 
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who testifies on the side that pays him best, 
or saw him first" then there is an opening. 

I have worked on a case where the wit- 
nesses were alive and testified to the genuine- 
ness of all their signatures and that of the 
testator, and I have seen the principal bene- 
ficiary confess forgery and take the conse- 
quences while the witnesses recanted their 
testimony but those cases are rare and palpa- 
ble to begin on. 

A case was recently tried in one of our 
probate courts that was somewhat out of the 
ordinary. The will in dispute bore the signa- 
tures of two formerly well known lawyers 
and one business man, all of whom had sub- 
sequently died. The will antedated the testa- 
tor's decease by about twelve years. 

The expert on the stand gave it as his 
opinion that the signatures of the testator 
was a forgery but this opinion was qualified 
as he had only one standard (and that itself 
disputed) to guide him. But without regard 
to the standards of the witnesses' signatures 
he stated most positively that all three of the 
witnesses' signatures were clumsy for-^ 
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geries. He showed the court palpable 
evidence of the different signatures having 
been first traced with a pencil then over- 
written in a pale ink and then, as the testator's 
name happened to be written in a different 
ink, the witnesses' signatures were again over- 
written to conform with the latter ink. 

To offset this practically positive proof of 
forgery a witness was produced who told an 
honest and straightforward story, he, him- 
self had been present when the testator called 
at the law office of one of the witnesses to 
sign the will. He showed beyond any ques- 
tion that he knew the time conformed with 
the date of the will and not only that, but 
he was sent at the time to get and did bring 
in one of the witnesses himself, and saw all 
three of them sign what was understood at 
the time to be the will of the testator. 

How could it be possible for the opinion 
of a "paid Expert" to overcome such testi- 
mony as that especially as every one who 
heard it was convinced from the very ap- 
pearance and demeanor of the man that he 
was telling nothing but the truth. 
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But it was another case of spoiling a good 
job by putting on a few needless finishing 
touches. Accompanying the will was a letter 
to the Court supposedly written by the testa- 
tor shortly before death. 

The Honorable Court, who of necessity 
must have more experience in judging of the 
value of the testimony oflfered before him in 
probate cases than any lawyer, expert, or 
lajrman, certainly demonstrated the facts in 
the case in question. 

He was the only one in the court not ex- 
cepting the expert himself, who did not con- 
sider the last witnesses' story as practically 
settling the case; but not so the man of ex- 
perience on the bench. 

The judge stated he was satisfied that a will 
was signed on the day named in the disputed 
will, also that the story of the signing by the 
three men whose names appeared on the dis- 
puted will was true as the last witness de- 
posed, but this was not the will that was 
signed that day. 

The explanation was simple enough once 
the door was opened a little way. Conditions 
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had changed since the old will was made. 
The custodians of the original will merely 
made up another one to suit themselves and 
traced the witnesses' signatures from the old 
will, a reasonably safe proceedure, as all 
three were in their graves. That and the fact 
that they knew they had a witness who would 
honestly, as he cotdd not help believing, back 
them up in sustaining their fraud. 



^ 



CHAPTER XV. 

EXAMINATION OF OLD WRITINGS. 

When the expert is called upon to make 
a comparison of the writing of documents or 
records written in, say the middle of the 
seventeenth century, for example early New 
England town records, it might seem to 
those not used to the work of comparison 
of writings, ah almost impossible job as at 
first glance the verbose language and peculiar 
orthography make all hands look similar to 
each other. Yet to the expert the work is as 
nearly absolutely certain of positive results 
as an3rthing in the line of an opinion can be. 
He can generally convince in these cases be- 
cause in the first place all old writing shows 
a distinct individuality of the writer vastly 
more striking than the writing of the present 
time. 
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In the middle and up to the end of the 
seventeenth century a much smaller percent- 
age of the people knew how to write at all 
than at the present time. Schooling or at 
least learning was a hixury, not considered 
a necessity. The schoolmaster sold his teach- 
ings by retail those days, not at wholesale as 
in the present time. The teacher either kept 
a private school for those pupils who were 
fortunate enough to have parents able and 
also willing to pay for their children's in- 
struction or else farmed out their learning 
in the role of private tutors. Hence the writ- 
ing of the pupil was after the hand of the 
individual who taught him the first princi- 
ples. There was a broader latitude in pen- 
manship in those days and a pupil could add 
or detract from the hand he was taught to 
a greater or less extent and indulge in many 
littie conceits in the way of flourishes, final- 
ities, etc, that would look out of place if 
indulged in as an auxiliary to the writing of 
this generation. Naturally therefore, when 
half a dozen different writers made entries 
or records in any of the old books of the 
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seventeenth century that are still in exist- 
ence it will be feen that each hand had a 
prominently separate and distinct individual- 
ity easy to si^arate and classify, once given 
proper study. There were few standards to 
choose from m those days. Instead of writ- 
itig schools in every city or town in the land 
there had been less than a score of books 
published on this most important accomplish- 
ment of huTnanity. 

In 1570 Peter Bates published a work en- 
titled "The V^riting Schoolmaster;" in 1571 
John de Beauchesne published a copy book; 
in 1601 John Davis a work called the "Writ- 
ing Schoolriaster;" An Anatomy of Fair 
Writing; in 1^15 and 1645 Richard Gething 
"The Chirographer/' etc., 1618 Martin Bill- 
ingsby "The Writing Schoolmaster;" in 1622 
William Conel<?iy copy book of "All The Most 

Usual English Hands/' proving thereby that 
there was no standard system of writing up 
to that time. In 1650 Louis Hughes pub- 
lished "Plain a id Easy Direction to Writing." 
Note. (The above data is taken from "40 
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Centuries of Ink** by David N. Carvalho, New 
York.) 

It will be only natural to believe that in 
those days when printed books were a luxury 
that the boy learning to write secured his 
instruction from the teacher whose knowl- 
edge of the art could be traced to some one 
or other of the above sources. Hence the 
distinctive individuality so plainly evident in 
all old writing and so easily traced and fol- 
lowed by the expert. 



CHAPTER XVI. 



CONFLICTING OPINIONS. 



Many people have a mistaken idea regard- 
ing the profession in classing the expert with 
those who profess to be able to judge a 
person's character by his writing. Possibly 
this can be done. I knov« I cannot do it, but 
then I do not know whether Christion Science 
cures rheumatism, neither have I ever seen 
a materialized Spirit. But I have tested a 
so-called character reader who used the press 
quite extensively on this subject. I thought 
it would be a great aid to me in my work if 
I could read the character of a writer of an 
alleged forgery or something of that nature. 

I tried this "character reader" on the writ- 
ing of two different men (I gave more of 
each than was asked for). 
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The analysis of one was as follows : 

"A weak, vacillating, and effeminate 
nature." The other, "Would not have the 
moral stamina to succeed in life." 

Well, to be sure both wrote rather differ- 
ently from the ordinary business t)rpe but 
as the ''weak and vacillating man of an effemi- 
nate nature" was Gen. Grant and the other 
was Abraham Lincoln, I stopped my research 
in that field. 

When two or more experts disagree, it makes 
little difference whether they be of the medical, 
surgical, chemical, mechanical or handwrit- 
ing type, it seems to be a natural impulse for 
every one to criticise the whole tribe to which 
the ones who disagree may belong. 

When, for instance, in an action of tort 
against a railroad the testimony of the clainant 
is met by that of some well known surgeon 
who gives under oath the result of his 
examination in behalf of the railroad company, 
if you are within hearing distance of the 
conunents of these habitues who are always 
to be found on the spectators' seats in every 
court room no naatter what the nature of the 
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case may be, but who are alwa3rs ready to 
pass judgment upon the opimons of even the 
judge himself, what you will hear will be about 
on a par with "He's a faker," "Would not 
let him prescribe for my yellow dog." "Why 
that fellow is just repeating what the rail- 
road's lawyer wrote out for him." Now if it 
should so happen that the very next day that 
same surgeon was testifying as to his own 
treatment of the injured one in another suit 
against the very same road, you would hear 
probably, "He's a wonder." "There is a man 
who could take the King of England apart and 
make a Sultan of Turkey or two Czars of 
Russia out of the pieces." "Can't fool that 
man on cross-examination." 

In both cases the surgeon's testimony would 
be given as his best opinion of the facts such 
as he, backed by his skill and learning, believed 
to exist. 

Edison claims that even he has only just 
opened the door and peeped in on the possi 
bilities of electrical development, but 
wonderous progress is constantly being 
developed in that science by men who make 
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it their life work, and yet the best of them can 
only offer an opinion in any case where they 
may be called upon after some accident has 
occured. All there is for the laymen to do 
is to weigh the individual testimony as best 
he can and men of judgment can come pretty 
near deciding fairly in their own minds which 
of the experts among all that may be called 
has made the best case. Handwriting experts 
sometimes disagree, but not as often as the 
public seem to think. Sometimes in some 
celebrated case hanging on a scrap of writing, 
where the material for research is so scant as 
to restrict the investigation necessary, there 
is a wide divergence of opinion. Both sides 
are honestly positive that their own is the 
most reasonable one. Everyone hears of this 
disagreement and is quick to pass judgment, 
stigmatizing it as "Paid Testimony ;" so it is ; 
but remember these experts are individually 
made first to state to the jury their reason 
for their opinion and to defend that opinion 
against the attacks of the opposing attorney. 

There are a judge and twelve jurjrmen to 
pass upon that opinion and it is an insult to 
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the intelligence of the twelve American citizens 
selected at random from every walk in life, 
with an experienced judge to instruct them, 
to say that the opinion of each and every expert 
who stands before them will not be given just 
the amount of weight the opinion deserves. 
What nonsense to infer there were none of 
these twelve men who could not settle in his 
own mind whether or no the expert had solid 
or false foundation for his opinion. 

It is said, and with reason, that experts can 
testify to what they see fit, (if they are so 
unprincipled as to over-ride their own opinion 
for hire) and that they are protected by law 
as they cannot be punished as false witnesses 
because their's is only an opinion. 

An expert in any case ought not to have 
any more protection than any other witness 
under oath. He takes the same oath as the 
rest to tell the truth and nothing but the truth. 
He first qualifies so as to allow the jury an 
opportunity to give proper weight to what 
he is about to testify to. 

He is human the same as others and may 
honestly believe his opinion is the proper 
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solution, and yet he may be entirely wrong; 
such a witness expressing an honest opinion 
is entitled to the protection accorded to experts. 
But if it can be found that be has accepted a 
large fee or if his anxiety to earn a fee has 
induced him to try to balk justice by not 
only suppressing the truth but in lending his 
aid to suppress or offset the opinion of the 
experts on the other side when he knows 
that the other expert is giving a proper 
deduction, then that expert is as guilty of per- 
jury and false testimony as any other false 
witness and should be placed upon the same 
footing. 

The handwriting expert has in innumerable 
cases, whether settled in court or outside, aided 
justice. His failures are always demonstrated 
beyond question, therefore no harm has ever 
been done by incompetents. 

The Anti- Jewish faction in French army 
circles manufactured the evidence that Dreyfus 
was called upon to face. His principal 
accusers were, Major Du Paty de Qam of 
the army and Bertillion, the commissary of 
police, inventor of the Bertillion system 
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for identiying criminals. These men passed 
judgmient upon the handwriting , in the 
Bordereau and said it "coincided with that 
of Dreyfus." 

M. Gobert, the handwriting expert, the most 
celebrated in France, a man without prejudice, 
certainly a loyal Frenchman, comparing the 
standards of Dreyfus's writing furnished by 
the government with the Bordereau, stated 
publically and always held that Dreyfus could 
not have written the letter. (Ames of New 
York was called upon for an opinion in the 
second trial and his opinion also coincided 
with Gobert's.) 

All the world believed and France now 
acknowledges that Paty de Clam and Bertillion 
were wrong and that the handwriting experts 
were right, that the army sent an innocent 
man to Devil's Island and that the assertions 
of Gobert, the Handwriting Expert, backed 
by the unwritten law of truth and justice 
brought him back. 

The judges of the Supreme Court of last 
resort frequently disagree and they have all 
the law and statutes to guide their opinions. 
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Yet who questicms their individual acumen, 
ability, or integrity. 

Every qualified handwriting expert that 
testifies in our courts today has bought his 
experience by patient and hard study and 
observance to details. There is nothing of 
a mysterious nature in his work. His opinion 
on any matter bearing on questioned writing 
is valuable only so far as he can demonstrate 
it clearly, intelligently and honestly. 



PART 11. 



THE FALSE ENTRY 



CHAPTER XVII. 

DEBIT AND CREDIT. 



There are about as many ways of keeping 
a record of business transactions in books of 
account as there are bookkeepers and about 
as many systems as there are different kinds 
of business, but all revolve around a common 
center for "bookkeeping" in the commercial 
sense is, "a record kept in books, provided 
for the purpose, of the debit and credit tran- 
sactions of the business," whether it be that of 
a peanut vender on the street comer or that 
of the great banking institution that over- 
shadows his little stand. That "every debit 
must have its credit," is of course the rule 
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in keeping accounts on correct balance, and if 
this rule was literally followed, then the tak- 
ing of a trial balance at stated intervals would 
be unnecessary. But, it is the knowledge of 
every bookkeeper that no matter how care- 
ful he may be to make every entry correctly, 
'still, he is liable to have made errors, trans- 
positions, omissions, and any of the thousand 
and one mistakes that beset the path of the 
man or woman who keeps a record of busi- 
ness transactions from day to day, that calls 
for the trial balance. 

Let any first-class bookkeeper strike even 
a monthly balance on his first trial, he will 
doubt the evidence of his skill as a bookkeeper 
and check his accounts over carefully, just 
to see if he has actually struck a balance, 
proved that his whole past month's work 
was accomplished without an error or omis- 
sion, and, if he proves his balance, he will 
deem it of sufficient moment to brag about 
it to his fellow accountants. 

The term "trial balance,' explains its 
nature, i. e., a test at a given period, to learn 
if all the previous entries have been properly 
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entered, posted and fcxjted correctly. If there 
has been a single error, no matter how in- 
significant, that error must first be found and 
then corrected on the books before they will 
balance. 

Often bookkeepers, and their name is legion, 
drift along and neglect to take this test or 
trial balance immediately after the last day 
of the month, and, in consequence, the error 
in January, that could have but little to shield 
it from discovery were a trial balance taken 
when it ought to have been, is smothered 
beneath a debris of six months work or more, 
until the time does come when it must be 
sought for and discovered. 

The worst that can be charged to a book- 
keeper, in such a case, is carelessness or in- 
competence. There are many good text books 
published treating on bookkeeping in all its 
phrases; but, as this work deals with special 
features of alleged accounting only, we leave 
the guidance as to how accoimts should right- 
fully be kept to the text book and pass on to 
the class of accounting that provides the expert 
with an excuse for following his profession. 
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In every commercial center there are 
finished or expert bookkeepers, who class 
themselves as public accountants, and, like 
the doctor, who is on call for treatment of 
any of the ills, of the flesh, are ready to respond 
to the call of the merchant, whose accounts 
have gotten away from the bookkeeper, and 
must needs be brought under control, or if 
need be, settle disputes relating to accounts, 
which may stand between partners, or in cases 
of failure in business, step in and give the 
receiver, or doubting creditors, a transcript 
of the accounts that will be accepted as a true 
statement of conditions, owing to this tran- 
script having been taken by one who knows 
how to extract the truth and still be absolutely 
neutral, having no interest one way or the 
other. 

These public accountants can generally be 
relied upon as they are men who have had 
sufficient practical experience, in the profession 
of accounting, to enable them to intelligently 
take hold of the books of any kind of business 
or profession, in which accounts are kept, 
bringing order out of chaos. 
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And yet there is a limit to the field in which 
the public accountants or auditors, as they are 
also called, can work. Their business is to 
vertify, find errors, complete unfinished work 
and systematize, and that is certainly about 
all of the business that will ever come to 
more than ninety-nine per cent of them. 

So, we allot the public accountant and 
auditor their niche in the halls of business 
and devote our attention to the work of the 
so called expert on questioned accounts. The 
man whose sphere of action is laid in the under 
world of business. 



I 



CHAPTER XVIII. 

THE FALSE ENTRY AND THE BOOKKEEPER. 

When the unfortunate bookkeeper is reduced 
to the extremity of making a false entry in 
his books, although he may not realize it at 
the time, his race with fate is nearly run, and 
he is going to loose. From that hour his 
peace of mind has departed. He may out- 
wardly maintain his ordinary manner with 
his associates, but it is only assumption on his 
part. The bank clerk, who forces his balance 
to hide his theft, is from that day afraid of 
his shadow. He mistrusts every word and 
weighs every question and answer, whether 
he be talking to the president of the bank or 
the office boy. Every one connected with the 
institution has to be guarded against lest he 
make a false move. He is going to some day ; 
he knows this. He may try to deceive him- 
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self, but, the thing uppermost in his mind 
is, to stave off the inevitable. He does not 
look forward to his vacation as a season of 
relaxation from care, but. as a time when 
every moment he will be away from his ledger 
will be filled with suspense and dread. 

When a bookkeeper makes a false entry he 
is compelled to make an offset because, if he 
did not, his books would be out of balance. 
Now an error will also throw books out of 
balance and, as errors occur every day in banks 
and other business houses, there is nothing 
save annoyance or reprimand to fear. The 
best accountants make errors, but who 
questions the integrity of the bookkeeper who 
possibly posts a credit on the debit side or 
mistakes a three for a five, or transposes a 
couple of figures, any of which will throw 
a day's work out of balance. He blames his 
bad luck and goes to work to find the mis- 
take, has no hesitancy in calling on some of 
his more fortunate associates to check up his 
work with him. There is nothing to conceal, 
a blunder has been made and it's going to be 
traced up before he goes home. 
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But there is no error in the balance when 
the false enlry is made because the balance 
has to be fix^d simultaneously^with the entry, 
and the bus b ess goes on as before. No one 
but he who made it suspects; but there is 
one account now that tells a story that is not 
the truth, a lie that is repeated daily to that 
one clerk and which is a constant reminder 
to him that no matter how carefully he may 
screen it from the observation of his fellows, 
some day the story will be overheard by some- 
one else and he realizes that only so long as 
he himself stays by to guard the secret is he 
even temporarily secure. 

The expert who may take hold of the 
accounts of a business house to make an 
examination sometimes gets credit for phe- 
nomenal work in detecting a defalcation where 
none was suspected, when it was not his skill 
in figures and accounts at all that gave him 
the clue, but rather the over anxiety of the 
clerk to help him in his work and to produce 
ever)rthing and explain all details. 

The experienced expert is suspicious of this 
too willing man who has everything ready for 
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him SO as to lighten his labors and is liable 
to take advantage of what the solicitous one 
gives him, kndwing in his own mind that all 
these may be relied upon to be right, and can 
be checked and dismissed from his mind 
quickly, leaving him a clear field, of his own 
choosing, to work in. 

He becomes a pretty good judge of character 
after experience. When he asks a bookkeeper, 
without previous warning, to turn over his 
accounts to him and the bookkeeper does so 
without hesitation and goes about his other 
work, or, stands around doing nothing, offer- 
ing no assistance, in fact often showing, by 
his very manner, that he does not care two 
straws for the expert's examination or what 
the expert is looking for- the expert knows 
that in ninety-nine cases out of one hundred 
that bookkeeper has only at the worst some 
error or omission to fear. It's the plausible, 
anxious-to-help clerk or the one that assumes 
an air of injured innocence and virtuous in- 
dignation that a stranger should be called in 
to examine his accounts, that is generally the 
bread winner for the expert accountant. . 
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If I were asked to illustrate or define a false 
entry I would have a task limited in scope 
only by the number of entries of any and all 
kinds that could possibly be made, as every 
entry in a book is one thing or the other ; it's 
either true or false; it is easy to make a 
figure "6" and fit it in an entry where a 
figure "3" was the proper one and, by so doing, 
temporarily conceal a theft of three hundred 
or three thousand dollars, as the case may 
be : but to do this and succeed, in the face of 
even a cursory examination by the accountant, 
who, was mayhap looking for just that class 
of work, would be a practical impossibility. 

The natural sequence of comparisons, 
additions and subtractions, and a working 
knowledge of the simplest rules of arithmetic 
possessed by an ordinary school boy could, 
if directed right, be a stumbling block in the 
way of a false entry of any kind; the latter 
succeeding in nothing but affording a tem- 
porary screen to mislead. One might white- 
wash a black horse, and, while driving him at 
a fast gait through the streets, deceive the 
people standing on the sidewalk but, when 
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the animal was being unhitched in the bam, 
the hostler would discover the ruse before he 
had unbuckled a strap. So it is with the false 
entry in bookkeeping. The man could deceive 
every one driving the horse at a fast gait, 
but, he could not drive on indefinitely ; he must 
stop sooner or later ; and the bookkeeper who 
makes a false entry in his books, must hold 
the reins bn the books himself; knowing that 
once he resigns them to another, his own race 
is run so far as concealment goes. Therefore 
it is as useless trying to illustrate a false entry 
as it is to describe the size of a lump of chalk. 
The lumps may be of any conceivable size. 

I did come across one once that stood several 
sharp checkings however, a case of a cashier, 
who had forced his footings on a line of dis- 
bursements, which he had purposely only 
footed in total at the end of a year and not 
at the bottom of each of the twenty or thirty 
pages used. It was taken for granted, for the 
time being, that the total footings were correct 
and the auditor was checkttig the separate 
items with ledger accounts. The ledger ac- 
counts contained a false entry of $900 even, 
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and the total footings balanced with the cash 
book. Each item had been verified by another 
clerk, who checked the disbursements in the 
cash book with the posting in the ledger, he 
could see that the cashier was calling off 
correctly too, but the clerk was deceived as 
shown by illustration. 

^6 ^O .yo 



The 2075.63 had been made 2975.63 simply 
by extending the six directly below up to 
the original cipher. All the cashier had to 
do was to devise some little interruption just 
as he called off 2975.63. The clerk would 
check it, they would get through talking on 
whatever subject the cashier had broken in 
with. The cashier would call 4650.70 and 
both would be checked and the danger for 
that time was passed, but the day the expert 
checked these accounts, the cashier was not 
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assisting, and the expert scented trouble at 
once. All he did was to chtck both items in 
the ledger and refer to the vouchers or the 
original entries of both and the murder was 
out. 

But it is not the commonly accepted defini- 
tion of a false entry that is treated here. It 
is the composite false entry that is made 
daily and hourly in every city in the land; 
the false entry that is protected by a legal 
barb-wire fence surrounding it on all sides, 
the false entry that has statute after statute 
enacted by our State Legislature to guard it 
from attack from any point. It is the false 
entry that enables the corporation to over- 
capitalize, the promoter to perfect a scheme 
for transferring the money from the! pockets 
of the investors to his own under protection 
of the law and the statutes. The false entry 
that can hang on either side of the scale of 
justice and the blind goddess with all her 
fine sense of feeling not discover the slightest 
tilt of the balance. The false entry that always 
balances but whose corresponding entry is a 
legalized lie. 



CHAPTER XIX. 

THE LEGAL? FALSE ENTRY. 

How fi:equent are the instances that are 
shown up in the aftermath of the failure 
of a business house, when at the meeting of 
creditors, the statement of assets and liabilities 
is given; when facts have finally been pre- 
sented and the representations made before 
and just after the failure, have been relegated 
to their proper places. When first the firm 
was forced to admit that it was in financial 
difficulties, they, like ninety-nine out of one 
hundred firms who have prcceeded them on 
the same well worn commercial road, had likely 
made the usual statement, "That the assets 
were equal to if not in excess of the liabil- 
ities, that creditors would get one hundred 
cents on the dollar, etc., etc. 
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The friendly receiver appointed, first meet- 
ing called, plausible explanations offered, good 
will expressed by most, the few who criticised 
frowned into silence by the others who were 
equally or more involved than any. The meet- 
ing adjourned with a vote of confidence, each 
creditor trying to convince himself that things 
were not so bad after all as they looked. Now 
only to wait for a good first dividend, but, 
and it generally is a big but that the receiver 
has to overcome. He has all the books and 
accounts to wade through and, when the assets 
are sifted down to actualities, how they do 
shrink. This account was a disputed one, 
that a dead one, this one not worth the post- 
ing in the ledger. Others prove on investiga- 
tion that they will not realize enough to pay 
for the letter postage. 

The inventory shows first cost, but, when re- 
cast, shows that remnants of old and inju- 
dicious purchases had been carried along at in- 
ventory, cost from year to year and are now not 
worth an auctioneer's advertisement. Office fix- 
tures, machinery and tools, carried at first cost 
as an asset ; each, as its actual worth is deter- 
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mined under the cold blooded appraiser on 
a cash basis, reducing the first estimate so 
materially that the assignee begins to make 
approximates, in his own mind, to see if first 
he is going to salvage enough to compensate 
himself and cover the legal expenses, regard- 
less of the creditor's beautifully lessening pro- 
spective dividends. All this would be bad 
enough in itself were all the legitimate creditors 
dealt with impartially, but one knows, from 
examinations of records of the post mortem 
inquests in the world of business, that scarcely 
a failure of this nature occurs that has not 
been anticipated long before by the ones most 
concerned outside of the creditors themselves. 

The members of the collapsed firm long 
before the storm broke saw the clouds gather- 
ing and had made the usual preferences, had 
reimbursed themselves for advances, pro- 
tected relations or favored ones, and the dis- 
appointed creditors who, in attempting to 
force matters by a petition into bankruptcy, 
find themselves blocked in this court when they 
attempt to break these preferences, by the fact 
that the court must in law sustain the claim 
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of solvency at the time of such payments or 
preferences provided the books show the con- 
cern to be solvent at that time; even though 
it can be shown that this solvency is estab- 
lished by open accounts on the books^ which 
while true and clean enough when the book- 
keeper first made them, had afterwards from 
the fact of their being left open in the 
books, become as false in everything they re- 
presented as if they had been deliberate false 
entries at the beginning. Why? Because 
from day to day, from the time they should 
have been charged off as dead they repre- 
sented a falsehood on the books. They signi- 
fied an asset. So far from being an asset 
they were on a par with any deal that re- 
presented a cash output which had resulted in 
a dead loss without a copper's return. Ma- 
chinery that represented an investment ten 
years ago of say five thousand dollars, that 
had paid for itself, over and over again in 
the manufacture of the firm's product from 
year to year, until, at the time of failure, it 
was not worth hauling to the scrap heap, so 
far as being salable in the market; standing 
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on the books not only an asset for its first 
cost, but with all the necessary repairs for 
ten years added to the initial cost. All firms 
do not do this of course, but charge off year- 
ly a certain percentage for wear and de- 
preciation. 

This latter class also have a regular house 
cleaning among their accounts. The dead 
ones are decently buried in the profit and loss 
cemetery. The poor ones are put into a place 
by themselves until the firm's attorney either 
shows that they are hopeless or else gets a 
settlement out of them, but it is not of this 
kind of business I am dealing. The expert 
on questioned accounts would find himself on 
strange ground if he got hold of this class 
of books other than to verify them, and if a 
house of this class fails there rarely is any 
question of the honesty of the failure. 

If there could be some law governing keep- 
ing of credit accounts that would compel a 
bookkeeper, after an account has become 
stale, to carry it over to a certain part of the 
book as a suspended account, giving his rea- 
son in the journal for so doing, thus enabling 
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anyone who may have occasion to call for a 
statement or examination to value these ac- 
counts for what they are worth, it would 
mean failure or confession of insolvency to 
many a concern now claiming a standing and 
a credit that does not belong to them. 

Here is another class of False Entry. The 
most common one the expert comes in con- 
tact with in his examinaticxi in cases of ques- 
tioned accounts in bankruptcy proceedings. 

Take for example a case of the failure of a 
retail grocer. This man naturally is the first 
one outside of his bookkeeping department to 
realize that he is hopelessly becalmed with a 
current setting inwards toward a lee shore, 
and that the ship is botmd to be a wreck, and 
that it is necessary to provision the life boats. 

Self preservation is only human. Some 
sacrifice themselves with the ship, others do 
not and, make a simple minded bookkeeker 
an instrument of their temporary salvation. 

The expert of experience in a business post 
mortem examination ignores all the ancient 
history of the bankrupt's business, and begins 
at the very last day's entries and checks back. 
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He frequently discovers before he has covered 
a week's business, that the grocer has collected 
or settled certain accounts, and that the book- 
keeper has duly credited same on the ledger, 
thus giving them the appearance of closed ac- 
counts when the receiver takes charge. But 
the expert, search as he may, finds no corres- 
ponding entry showing from where these cred- 
its were posted. 

I recently assisted in an examination by a 
trustee in bankruptcy of a young lady, book- 
keeper in a large retail grocery business, a 
recent failure. 

The questions and answers typify the gen- 
eral run of such cases. 

Q. — Calling your attention to this credit to 

B did you receive the cash in the usual 

way? 

A. — (Bookkeeper in this case telling the 
truth. ) No, Mr. collected that him- 
self and told me to credit it in the ledger. 

Q. — But you posted it in the regular way, 
where is the corresponding entry in your cash 
book? 

A. — There is none. 
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Q. — How could you post it then? 

A. — I did that because Mr. told 

me to. 

Q. — Did you not know that it was irregu- 
lar and would throw your books out of bal- 
ance? 

A. — Yes, but he told me to do it. 

Q. — ^Did you mention the fact that it was 
irregular at the time? 

A. — ^Yes, I asked him, "Where is the 
money," and he said, "That's all right, you 
credit it. 

Q. — Did you ask if you would charge it to 
him? 

A. — Yes, but he said, "You just credit it as 
I told you." 

Q. — Did you tell him it would throw your 
books out of balance? 

A. — ^Yes, but he said, "These books are 
mine, you do as I say." 

Q. — Did you know it was really a false 
entry in a way? 

A. — ^Why no! I posted as he told me to. 
He employed me and they were his own books. 

Q. — ^Any other cases of like nature? 
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A. — "Yes," showing upwards of several 
hundred dollars collected within a week of 
failure, the money put in the pocket of the 
grocer; and showed how what should have 
been an honest balance of cash on hand or an 
available asset was lost, an unsophisticated 
bookkeeper made a party to a fraud against 
the grocer's creditors. 



CHAPTER XX. 

THE FALSE ENTRY AND THE PROMOTER. 

It is a common saying with those whose 
experience has made them pessimists that 
ninety-nine out of every one hundred of the 
mining propositions that like young Lochinvar 
come out of the west are schemes to lure the 
money out of the eastern investor's pocket and 
have no real bases of value at the western end 
and that the prospectus telling of "ore in 
sight", "value per ton", "assays", "what a 
stamp mill will do when bought" and in fact 
everything bearing upon what the West has 
to tell the East has little beyond the shadow 
of truth, and yet the opposite is the fact. If 
the eastern men could cmly follow up his in- 
vestment with the knowledge of basic facts 
that the expert in questioned accounts could 
furnish for the investigation he would be con- 
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vinced by that best of teachers "experience" 
that ninety-nine out of one hundred of the 
western propositions that have been launched 
on the eastern sea of investment in the past 
generation were of honest birth and had as 
good a claim for safe and conservative invest- 
ment as any of the known-to-be reputable 
investments of the eastern business world. 
They were well bom, but badly reared by 
their nurses, who took them in their "infancy." 

One illustration will serve for about seven- 
ty-five per cent of the cases where golden 
promises have failed of fulfillment in the min- 
ing investment field, and if you have won- 
dered why your own investment, made 
through faith in the story told by some well 
written prospectus was barren of results, you 
can apply this to your own case, for it will 
only vary in names and figures, but the gen- 
eral history will be nearer the truth than all 
the affable explanations given you as the rea- 
son for not carrying out the implied promises 
made when your investment was first sought. 

When the prospector finds certain croppings 
of rock in any particular spot of North 
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America lying anjrwhere west of the Missis- 
sippi, and anywhere between the Gulf of Cali- 
fornia and Behring's Strait, he knows what 
he has located, and what is needed to make 
that particular spot of the western hemisphere 
productive to him and to the wealth of the 
world. 

Now one day a prospector, or one who 
bought the discovery from a prospector, lo- 
cated just such a spot and gave it a name 
which would be recognized with feelings of 
rage and pangs of regret by about eleven 
hundred New England doctors, dentists, min- 
isters, barbers, coal and lumber dealers, 
school teachers, male and female, farmers 
and representatives of about every trade and 
thrift in the business and social list, each and 
every one of whom have good reason to feel 
that they were duped into throwing good 
money into a "Worthless Mining Scheme;" 
and yet, not a lie was told, not a false repre- 
sentation made on paper, but the money in- 
vested went into a bottomless pit so far as 
concerned any possible return for those in- 
vestors, and is a shining example of hozv an 
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honest proposition was made the means of 
separating investors from their money. When 
the original purchase was approved, the pur- 
chaser was satisfied that the croppings showed 

dollars per ton assay, that there was 

tons in sight, that the bearings were so and 
so because he proved all these statements. He 
decided what was necessary to develop this 
property, and he figured that a ten stamp 
mill and $25,000 cash would be all that was 
necessary to put the property on a pa)ring 
basis. 

He was a man of thorough technical and 
practical experience, and a mining engineer 
of good repute, and his figures were honest, 
he knew they would be borne out by anyone 
with a practical knowledge of the business 
who might be sent out to verify his state- 
ments. He figured out a profit of at least 
ten dollars for every one dollar invested up to 
the amount he needed, in dividends alone. 

Remember always he wanted $25,000 in 
cash for development and a ten stamp mill to 
treat the ore. He came to Boston to present 
the proposition to New Eujgland investors. 



FALSE ENTRIES I4I 

and raise the money by giving the New Eng- 
land folks stock in his enterprise in exchange 
for the necessary money for development. 

Probably at both the North and South Ter- 
minals at least a dozen, or more, each un- 
known to the others, arrived the same day 
with like propositions for Boston capital, but 
we are dealing with this man alone. 

Now what system of bookkeeping can be 
offered that will pass muster in any court and 
still show that while $40,000 only at the ut- 
most was needed to finance this property, and 
that though these were the figures given in the 
prospectus, and that while the prospectus told 
nothing but facts, yet the New England in- 
vestors actually did invest in this very proposi- 
tion upwards of $105,000 cold cash, and in the 
face of this $105,000 of good money paid in 
they found themselves at the end of two years 
of waiting, (their courage and hopes sustained 
meanwhile with all kinds of promises, photo- 
graphs and specimens of ore that might just 
as well be pieces of paving stone for all one 
out of a hundred could tell) facing the cold 
realit3t About four thousand dollars paid 
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for actual labor and supplies at the mine, no 
stamp mill bought, no money in the treasury, 
and the option for purchase of the property 
canceled. And while there have been a few 
sporadic attempts to get an explanation of the 
whys and wherefores of the transaction, some 
have lost the savings of years. Most of the 
others could ill afford their money, yet that 
$105,000 came from over a thousand differ- 
ent people scattered all through New Eng- 
land. But as the law is an expensive attorney 
at best, after the first shock, it is the human 
nature of investors like these to keep apart, 
each brooding over his own loss, resulting in 
no concerted action. 

How can such things be, may well be asked, 
are there no laws to protect the confiding in- 
vestor? Plenty of them and plenty more to 
keep in good repair the barbed wire fence 
between them and the man who pockets their 
money as will be shown in another chapter. 
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CHAPTER XXI. 



ACCORDING TO LAW. 



When the western man comes to Boston or 
New York, or any eastern money centre with 
a prospect, as his first move it is necessary to 
incorporate a company to enable him to issue 
shares of capital stock, and put this stock on 
the market to raise the money he has come 
East to obtain. 

He goes to some one of the companies in 
business for just such purposes, or some firm 
of corporation lawyers, and the plans are laid 
for legally launching the ship. All is perfect- 
ly regular and honest. It is a necessary busi- 
ness transaction and provided for by the laws 
of the land. The company is organized under 
the laws of the state selected as best for the 
purpose of the enterprise. The capitalization 
is fixed. The corporation lawyers or company 
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have no interest in the matter other than to see 
that the enterprise is legally organized and put 
in shape to do business. A public corporation 
accountant is frequently engaged to properly 
open the stock ledger and other books, so that 
the transactions and purposes for which the 
business has been organized may properly ap- 
pear on the books, according to the constitu- 
tion and by-laws under the articles of incor- 
poration. He may and often does act as tem- 
porary director, sometimes as treasurer or 
secretary during organization, resigning after 
first meeting, when he has left the books on a 
balance, and the permanent board and officers 
are elected to go on with the business. 

He is what is often termed "a straw man", 
one who acts temporarly for a specific pur- 
pose, and is simply a connecting link between 
the corporation attorneys, whose duty it is to 
legally and properly organize the company and 
the permanent board. 

The company has been capitalized for 
$1000 or $100,000,000 its all one so far as 
the legality or honesty of purpose goes up to 
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this point. But it is here that the public are 
called to take a hand. 

To refer back now to the case I mentioned 
in the previous chapter. That company was 
capitalized to an abnormal extent and an ar- 
rangement was made to float the company 
with a well-known and successful broker, a 
member of that Boston guild who can tell you 
more about gold, silver, lead, iron, zinc, and 
copper mining, oil drilling and locations, than 
any western man, but who would not know 
trantula from a gopher if they met them face 
to face; one of a class of miner, who, while 
they may have never seen a mine or oil well, 
know how to charge for their services, be- 
cause they are the connecting link between 
the seeker and the producer of the necessary 
capital. 

This broker "promoter" as he is called 
knows that the proposition which is presented 
to him is all on paper as yet, and only a 
prospect dependent on the acquisition of the 
capital to develop it so he must take his pay 
out of what he himself gets out of the in- 
vestor. 
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When a company like this one is organized, 
a goodly portion of the capital stock is set 
aside for the benefit of the treasury. This is 
known as treasury stock, and it is upon sale 
of this stock that the development depends. 
The balance of the stock is generally allotted 
to the promoters of the enterprise. In fact 
is must all be issued at the time of incorpora- 
tion or at the first meeting of directors for 
purchase of the property or option, so as to 
be, "fully paid and non-assessable," according 
to law; then what the original promoters see 
fit they donate for the use of the treasury, 
and allot among themselves the balance. 

It is these original promoters who make the 
arrangements with the broker to float the bark 
on the sea of finance. 

When the company in question was taken 
up, the broker-promoter called for and was 
willingly given about one-fifth of the capital 
stock for himself under the usual nominal 
agreement to pool his stock with the others. 
The men who knew about the enterprise, and 
who were perfectly honest in their intentions 
to develop the property were only too glad to 
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pool their own holdings under contract not 
to float a share of it until sufficient stock was 
sold for the benefit of the treasury to develop 
the mines as originally intended, having faith 
that when this was done they would receive 
the benefit through the increased value of 
their holdings of stock. 

So far all was legitimate and above board. 
It was a good honest proposition, and as 
worthy of confidence and investment as any 
mining proposition ever offered to the public. 

The broker being a past master in getting 
up a prospectus, did himself proud in this case, 
and while telling only the truth, so far as re- 
lated to this particular enterprise, he also told 
many fascinating truths about all the sur- 
rounding territory, and many beautiful truths 
( ?) relative to fortunes being made by taking 
money out of the savings bank, where it only 
drew three or four per cent interest and in- 
vesting in the sure winner. "Savings banks 
often fail, but here you have something," etc., 
but you have all read this class of story and 
can read it again in every magazine or Sun- 
day paper you pick up. 
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The par value on the stock was placed at 
one dollar per share; the broker offered it at 
fifty cents at the start. 

The prospectus did the work, the public 
bought. Elaborate offices were rented and 
furnished and, out of the first money that 
came in, the original prospector was sent back 
to proceed with the development, start the first 
shaft, and get out ore to be ready for the 
stamp mill, when it came (?) and to send 
back reports of progress and samples of ore. 
It was a happy western man who went away 
from Boston. With every prospect bright for 
the future he knew his mine and knew every 
dollar invested would yield big returns. 

With the western man out of the way, the 
broker was now free to work in his own way. 
The treasurer was his own tool, simply a clerk 
to make transfers and sign certificates. The 
broker took care of the receipts, he met the 
payroll for the development work at the mines, 
the western man accounting for every dollar 
by proper vouchers, and now came along the 
time when they were about ready for the stamp 
mill. 
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But why go into the details of the corres- 
pondence between Boston and the mines. The 
unexpected delays, the meagre and unsatis- 
factory reports concerning the "slowness of 
the sale of treasury stock" the prospects of a 
"big investment in the near future/' promises, 
promises, explanations, anything to keep the 
western man quiet and content, just sufficient 
money to pay along from month to month, 
but always bright promises. Well, in this case 
the option expired, was extended three 
months, expired again and was again renewed. 
The broker went on as before only it was the 
stock of another mine he was selling now. A 
new treasurer was elected and the clamoring 
stockholders called on the directors in person 
or by mail to know why promises had not been 
fulfilled, etc. 

The new treasurer could get no satisfaction 
from the broker. He showed that so far as 
he was concerned his account was all right 
with the treasurer ; in fact, "the company owed 
him a balance for expenses." 

The sale of treasury stock showed about 
$12,000 recepits offset by about $15,000 dis- 



150 FORGERIES AND 

bursements including brokerage rate of sixty 
per cent, office expenses and about four thou- 
sand dollars sent to mine for development. 
At this stage I was called in, in the interest 
of the stockholders. I traced upwards of 
$105,000 cash as having been paid into this 
company. Was the balance stolen ? Well, not 
in the sense of the word as it is spelled be- 
cause, in the first place, three-fifths of it never 
went into the company at all. The broker 
had simply issued the stock to the buyers 
from his own promotion certificate instead of 
from the treasury, and while he charged a 
good commission on any that was sold for the 
benefit of the treasury, he put every cent re- 
ceived from the public for stock issued from 
his promotion certificate into his own pocket. 

The investors in the mine call it an iniquit- 
ous scheme carried out by unprincipled west- 
ern mining sharks. The western man, who 
was really the worst loser, because he lost 
mine, prospects, and two years labor, replies 
that dealing with Boston is like having your 
money sifted through a ladder, that which 
bangs on the rungs goes into the mine for 
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development, what goes through stays on 
State Street. 

The facts in a nutshell, however, are that 
had the Boston broker been square in his 
dealings with investors who had been lured 
by the prospectus which, while making no 
false statements, told only so much of the 
truth as suited the purpose of the shrewd 
promoter, and had the promoter been satis- 
fied with his legitimate commissions, and sold 
only treasury stock and used the money so 
received for the purpose for which it was in- 
vested, what is today an unproductive hole 
in the ground would be paying dividends and 
fulfilling every promise made by the western 
man; but the promoter netted upward of 
$50,000 cash out of the deal in commission and 
sale of the promotion stock alone, while in 
the library of his home is a painting sold 
him for the equivalent of one thousand dol- 
lars cash, but paid for by two thousand dol- 
lars par value of promotion stock in the com- 
pany I checked for the investors. The in- 
vestors gave their money to develop a mine. 
The only mine that was being developed was 



152 FORGERIES AND FALSE ENTRIES 

the one the broker found, whose lead trended 
in a direct line from their pockets to his own. 



CHAPTER XXII. 

THE FALSE ENTRY AND THE PROSPECTUS. 

The principal aid of the promoter in induc- 
ing investors to take hold of any business 
proposition he may undertake to float on the 
sea of commerce is the prospectus. 

To produce a prospectus that will convey 
just the proper mediocum of information to 
the investor is a work of art. It must not be 
^ too elaborate, or promise too much, or it 
will be a waste of money and paper and do 
more harm than good. Capital is always sus- 
picious. It has been truly said that the only 
thing that is more timid than a million dol- 
lars is two million dollars. The capable pro- 
moter knows this well, and his past experience 
teaches him how to so word and illustrate his 
prospectus as to hold the interest of the read- 
er from first to last page, and make him put 
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the book into his pocket, or where he can refer 
to it again instead of tossing it into the 
waste basket, before he reads to the bottom 
of the first page. 

If it relates to an oil proposition for in- 
stance, there will be the usual introductory 
story, maybe one explaining how the Stand- 
ard Oil Company was born, how the farmer's 
cow refused to drink the water in a certain 
stream in the wilds of Pennsylvania because 
of the oily scum floating on its surface. It's 
a far cry from that cow to Rockefeller, but 
the promoter makes the journey fascinating 
by dwelling on the various points of interest, 
and you follow on to the next chapter, which 
tells of other virgin territory as yet undevel- 
oped and waiting for you. 

You read on, you learn how to bore an oil 
well and just how to build a derrick, you 
keep right on reading and you are able now 
to tell a gusher from a dry hole. You know 
how to avoid a barren section and strike a 
territory that will yield results from every 
hole. You will be told, and told with strict 
regard to truth, just how much money it is 
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going to cost to develop the territory to which 
he has guided you (in the book). Why lie 
about it when the truth is best, and a lie would 
be nailed before the printer's ink would be 
dry? On the contrary, this story looks rea- 
sonable. Why? Because he has stuck right 
to the truth. His information comes from 
those who know. The oil is surely there, test 
holes prove it, the cost of the lease of the 
land frankly stated, the amount required for 
development, though liberally put, is a fair 
and safe estimate. 

Where then is the false entry here? 

The false entry is concealed between the 
lines; it is written with an invisible ink of 
such a peculiar nature that it will not appear 
until the plot is developed. 

If you could as with ordinary invisible ink, 
run a hot flat iron over the page and bring 
out what was concealed, it would tell you a 
story that would make you discard the book 
and sew up your pockets. It would tell you 
how the money to pay for the book itself was 
expected to come out of your pocket, how the 
promoter had his hand out waiting for sixty- 
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six per cent legitimate (?) brokerage out of 
every one hundred dollars you invest, how sec- 
retaries, clerks, Boston or New York office 
rents were waiting to be paid, not from oil, 
but by you, and proportionately out of your 
one hundred dollars that you put in as your 
share of the one hundred thousand asked for. 
How much of it will ever get to the oil fields ? 
Figure it out. Say you invest an even hun- 
dred. The broker who is handling the stock 
gets a commission of often sixty-six per cent 
on par. That leaves $33.33 to go to the 
treasury, out of which must be paid expenses. 
Not at the oil field as yet, first the newspaper 
ads. must be paid for, and a page or a half 
page in a metropolitan Sunday paper costs 
something, and that money comes out of the 
pronDDter or you, and you may rest assured 
that the promoter has other uses for his money 
than advertising for your good; it is a legiti- 
mate expense. Your investment pays its share 
Postage stamps must be paid for in cash. 
Uncle Sam will not wait until your company 
gets to selling oil. The stenographer mrst be 
paid. The four or five room office of *he 
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company with its furnishings must be paid 
for, the owners of the building must be paid 
their rent anyway, and the finer the prospects 
for success as told by the prospectus, the 
sharper they are for their rent. If it is par- 
ticularly bright their past experiences often 
make them insist on the rent being paid in 
advance. 

The promoter often has sub-agents who 
travel extensively looking for investors. He 
generally makes a division of commissions 
with them, but he can and generally does 
charge up their traveling expenses. 

You thought you were putting one hundred 
dollars into the development of an oil field 
when you paid it in. That is what the pros- 
pectus which told nothing but the truth led 
you to believe. In cold reality, you invested 
ninety-five dollars on State . Street in adver- 
tisements, clerk hire, office rent, automobiles 
and diamonds, and you are a lucky man and 
likely to get your money back if even the five 
dollars left goes out to the oil field for honest 
development. 

And that is where the false entry lies hid- 
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den in the prospectus, look for its hiding place 
in the next one you read, and you will find it. 
If you do you may not invest, but find it and 
look at it, get to know it, and you won't be 
one of the indignant, outraged crowd that ever 
and so often vent their spleen at one of those 
meetings of stockholders, but who never ac- 
complish .anything in getting back a dollar of 
their money ; although once in a while the law 
steps in and sends a too grasping promoter to 
jail, but that does not reimburse the investor. 
This will show about how the investor after 
reading the oil prospectus intended to place 
his money. 
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If enough stock is sold to make the aver- 
age $3.33 per $100 invested available for de- 
velopment account to keep the work going in 
the oil field until a strike is made, it may save 
the situation for all hands, and the sale of 
the oil complete the work and your $100 in- 
vestment pay you good dividends. But how 
often it happens that the enterprise succumbs 
to the handicap of about thirty to one and 
the development has to be abandoned, because 
OMitracts cannot be met. Your one hundred 
dollars is supposedly lost at the oil fields 
when, as like as not, not a penny of it ever got 
further than State Street. Do you doubt it? 
Then you must also have faith enough in your 
fellow business man to believe that he is go- 
ing to pay eight hundred dollars per page in 
the newspaper, print elaborate prospectus, pay 
postage, and maintain an expensive suite of 
offices and, bright clerks to help him in what 
must otherwise be a purely philanthropic ef- 
fort on his part to show you how to make 
money. 

This statement is not an exhibit in a single 
case by any manner of means. Any account- 
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and wAio makes a specialty of corporation in- 
vestigation will recognize the figures and 
could manifold on his t3rpewriter, leaving 
blank spaces for names and dates, and use it 
on 75 per cent of his post mortem examina- 
tions, and it will be only the true story and 
render an honest verdict. 

It is not the western scheme that absorbs 
the investor's money. Why? Because any 
scheme originated for the purpose of cfrooked 
work no matter at what point of the com- 
pass it may hail from^ cannot stand one 
chance in a hundred of escaping the scrutiny 
of the ever watchful Post Office authorities, 
and even if this should be the case, the people 
themselves are wise and have had their eyes 
opened. 

No, it is the legal false entry that gets in 
between the investor and an honest enterprise, 
and enables the promoter to frame up a deal 
whereby he can take a proposition that may 
have an honest valuation behind it, of say, 
$100,000, and with all the machinery of the 
law behind him, saddle the $100,000 good 
asset with an obligation of $1,000,000, and 
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name the liability capital stock. He can legally 
fix the number of shares and par value of 
same to suit his own judgment. Say he saddles 
the $100,000 good asset with 1,000,000 shares 
at $1.00 per value each. 

After he has secured his charter and elected 
his directors, the very first act of these direc- 
tors is to make a legal false entry upon the 
minutes of the meeting. An entry just as 
false and misleading as any poor thief ever 
put on his ledger to conceal a theft. 

The very first entry that the straw man, the 
accountant it may be, that is usually called 
in to assist at the birth of the various cor- 
porations in any well regulated and reputable 
corporation attorney's office, who acts as sec- 
retary pro tem and takes oath to properly 
transcribe and keep a true record of the pro- 
ceedings will be the legal entry to cover the 

following resolution, "Whereas 

has offered to sell this company certain de- 
scribed properties located, etc., for the sum of 
$1,000,000, and whereas the directors deem 
this property of good value to that extent, it is 
voted to purchase the same and issue the en- 
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tire capital stock of this company in payment 
of same." If not these exact words, the eflfect 
will be the same. Now all the laws on the 
statutes protect this false entry. Every man 
at that meeting knows that the honest value 
of the enterprise bought is $100,000. Every 
man knows that the $1,000,000 is 1,000,000 of 
paper, not money, but that they have saddled 
the $100,000 asset with an obligation of 
$1,000,000— $10.00 for every $1.00 actual 
value. They have now at their disposal this 
$1,000,000 of paper to dispose of, and the 
entry on the journal to correspond with this 
resolve can only be as follows : 

Property account $1,000,000 

To capital stock $1,000,000 

This is as absolutely and unqualifiedly a 
false entry as it is legal, and the only possible 
way to enter the transaction. But when posted 
into the ledger, it shows a credit to capital 
stock of $1,000,000, which is the actual lia- 
bility incurred by the company and tliis liabil- 
ity is balanced by what — ^an asset under the 
head of property account, which show^ that 
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the said property stands them in as a $1^000,- 
000 asset, when the truth is that it has not 
gained a penny in value by the actirm of 
this promoter's meeting, and that it represents 
a $9.00 false entry for every $1.00 true asset; 
and yet the accountant if he tried to make an 
entry to care for this resolution and make it 
ring true would be compelled to enter it is 
follows : 

Property account $ 100,000 

To capital stock $1,000,000 

and here he would be confronted with an 
entry that would throw him off his balance 
at the outset; and if honestly posted would 
pronounce his company hopelessly insolvent 
before ever they had called for a dollar from 
the public. Why ? Because the only asset the 
company possessed was $100,000 property off- 
set by an obligation assumed of $1,000,000, 
therefore they must make the false entry and 
instead of balancing the actual discrepancy 
off to profit and loss or water (which it is 
surely as a property is ever watered,) or, 
future prospects, falsely tell every one who 
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examines the books that the $1,000,000 obliga- 
tion asstimed is offset by $1,000,000 property, 
which is a false entry pure and simple, and 
no amount of explanation can get away from 
this fact. 



CHAPTER XXIII. 

THE FALSE ENTRY AND THE PROSPECTUS. 

(Continued.) 

The next false entry legalized and pro- 
tected is a donation to the treasury. The 
man who has just sold the $100,000 asset for 
$1,000,000 knows that he cannot carry on his 
enterprise and make that paper worth a cent 
on the $100, unless he is extremely liberal so 
he makes a donation of $250,000, rather 
250,000 $1.00 shares to the treasurer, for the 
benefit of the company. 

There are 750,000 shares left. Well, the 
men who floated the company know exactly 
what to do with that; have they not just se- 
cured for the company a $100,000 good valid 
asset? For what? Simply paper. Have they 
not to go into their own pockets the first thing 
to pay the corporation lawyer and the account- 
ant, who, just as soon as this meeting is ad- 
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journed collect their fee, and have nothing 
further to do with the enterprise. The lawyer 
has done his work properly and according to 
law. The straw man, who acts as secretary, 
fulfills his oath by making his record a true 
report of the proceedings and, after proper- 
ly opening the books and issuing the stock 
according to the minutes of the proceedings, 
resigns his office as director and secretary or 
treasurer, surrenders his qualification certifi- 
cate, collects his bill, and that company knows 
him no more, as far as that case is con- 
cerned. 

The number of enterprises in which a public 
accountant who is fortunate to have a client- 
age of corporation attorneys, figures in as a 
one time director, is governed only by the 
amount of honest hustling he does to get work 
in his own line. But to return to the com- 
pany that has just been born into the financial 
world. 

It has 250,000 shares available for its 
treasury. The promoters have 750,009 shares 
available for whatever use they see fit to put 
them to. The permanent board of directors 
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has been elected, and they are now ready to 
go to the publk with their proposition and 
\vhat for? 

The asset was worth $100,000 yesterday, 
it is worth just the same to-day ; to be sure to- 
day it has a load of $1,000,000 obligation as- 
sumed to carry, which it did not have yester- 
day, but it is just as good value as an asset 
notwithstanding. 

The company was organized and capitalized 
for one of two purposes only. To increase the 
value of the asset by development if the in- 
tent was an honest one, or else purely and 
simply to make money for the promoters. 

The promoters are secure, to be sure they 
have sold their asset for paper, but they hold 
the control of the paper, and as long as they 
control this paper, the law protects them in 
their control and ownership; they have for- 
feited absolutely nothing. 

The donation of 250,000 shares is the key- 
stone of their future financial arch. That 
goes to the public in exchange for the public's 
money. 

Let us say for example in this case the 
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$ico,ooo asset consisted of a claim or kase in 
one of the western oil fields; out-croppings 
show that the claim is a good one ; but claims 
in the western oil field must be developed. 
The oil must be bored for or it will stay where 
it had lain since creation. The men who se- 
cured the claim may have assumed certain 
contracts, the non-fulfillment of which will 
forfeit their claim. In any event the claim 
must be developed to make the capital stock 
worth an3rthing at all, and the promoter must 
depend on the public for the money to develop. 
Say $25,000 is needed for the work, then 
that $25,000 must come from sales of the cap- 
ital stock in the treasury. Now follows the 
prospectus. 

The promoters want to make their offering 
attractive to the prospective investor. One 
of the most popular ways to make the in- 
vestor think he is getting a bargain so the pro- 
moters figure that if they can pull in $125,000 
they can not only meet all their contracts, but 
also make a good thing out of their stock. 
Surely $25,000 will assure the development 
of the claim and leave $100,000 in the treas- 
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iiry, to meet their obligations as they fnatttre, 
pay salaries, commissions, etc., so they vote 
to place the $250,000 stock held for benefit 
of the treasury at 50 cents par $1.00 — this 
looks good. The prospectus does the rest may 
be. 

If the public did all that was asked there 
would be fewer failures in this line, but the 
public only does part. The trouble is, an aver- 
age of twenty-five are solicited for one who 
invests. The investments come in slowly. 
The first week everyone is enthusiastic. John 
Smith reads the prospectus and calls at the 
office first day. Everyone is hustling ; he puts 
in $1,000, good money, gets his 2,000 shares. 
This first real money is now in the Treasury. 
Of course as there is $124,000 more real 
money just in sight none of that $1,000 goes 
West. The bills must be paid right here in 
Boston. First the commission to the broker 
who got the investor in. He must be taken 
care of. The prospectus, office rents, adver- 
tisements, and yes, right here as it's bound to 
be a success, more and bigger ads. must ap- 
pear in the Sunday papers and be paid for too. 
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In a few days Smith's $i,ooo has gone and 
they are waiting for Jones. Jones is a little 
slower and harder to work but finally he is 
landed for another $i,ooo. 

Now they are on "Easy Street" again, 
plenty of time for developments at the 
oil fields; present exigencies must be 
taken care of first. The promoters 
who are putting in all their time and 
work must live, so out of Jones' money sal« 
aries must be paid. Robinson follows with 
$500, and the company decides that as Bos- 
ton is slow and competition of other enter- 
prises are active it would be wise to send 
agents to Maine and New Hampshire to catch 
the farmers who have heretofore been easy 
fish to land, especially "on an investment with 
the merit behind it that this one has ;" so Rob- 
inson's $500 goes for traveling and hotel ex- 
penses, advertisements, postage, et al, and Bos- 
ton office outlays. 

Meantime the promoters themselves are each 
and every one thinking of the stock each one 
of them holds, and as the enterprise drags 
from week to week they get more and more 
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anxious. They did not count on the delay in 
response by the public. A red letter day 
comes when an agent brings a customer with 
$10,000 to invest in a good thing. Now that 
$10,000 will put them right on easy street at 
once. A liberal commission of course will 
he paid the agent. Why not? If he asked for 
half of the investment they would not dream 
of letting him go, and right here is where the 
t)ublic gets its first piece of buncoing. 

The agent who brings in this money to be 
invested is mayhap one of the promoters them- 
selves. He can't bear to see the money get 
away from him so he sells the new investor 
"$5,000 of his own stock and $5,000 of the 
Treasury, divides the brokerage on the whole 
with the company, and the new investor goes 
away with $20,000 of stock for $10,000 cash 
invested, thinking as he reads the prospectus 
over again, that he has sent $10,000 out West 
to develop the oil fields and dreams of divi- 
dends from gushers. 

One thing he has accomplished, however, 
and that is, he has put the company in funds 
and development may be started. They have 
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money now availaUe to commence drilling- 
test holes and can report progress to Smith 
and Jones, Robinson and the others, if any. 

But now it seems as though our last friend 
was the rear guard of the army of investors 
mustered by the prospectus. Day follows day^ 
nothing doing, rent of office due, stenograj^er 
weeks behind, personal obligations pressing, 
business dead, stock market weak all around. 

Test holes showed all right, but there is 
lease money to be paid. Contracts have not 
been lived up to and $100,000 asset has 
vanished into thin air. The forfeit of the lease 
puts a merciful end to the suffering and sus- 
pense. 

Smith, Jones & Robinson et al, have lost 
every dollar they put into the deal. Legiti- 
mately lost it. The oil field is just as good 
today as it was at the beginning, the same- 
lease under another name would be a good 
honest asset, and stand for hem est investiga- 
tion. 

But these men have lost their money, 
where ? In Boston or out West ? But there isi. 
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no legal remedy printed in the statutes that is 
certain. 

The foregoing exuxtiph is utterly useless 
other than to show how the whole system 
of eastern promotion of western enterprises 
is a system of legalized False Entries from 
beginning to end, and will be until some law 
is framed that will limit capitalization and 
issuance of stock for anything more than act- 
ual values, if possible to ascertain such values 
and honest development, and, afterwards con- 
trol the investments, so that when a man gives 
$100 to drill an oil well at an expense of $1.00 
per foot he knows that his $100 will sink that 
oil well just 100 feet deeper than it was be- 
fore and shall not be used to reimburse the 
promoter for his past legitimate ( ?) expenses. 

If it is a dry hole he loses his $100 with 
the rest, if it strikes a gusher he reaps the 
benefit of his $100 investment In any event, 
however, the corporation will not start its 
financial bookkeeping with a legalized false 
entry. 

The Western Promotion Scheme has no 
mcmopoly in this financial jugglery. The com- 
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mercial world takes advantage of it in every 
line of business every day in the year. Just 
one example to illustrate the truth of this 
allegation. Say two or more men decide to 
manufacture artificial ice. A location is se- 
lected for the plant, estimates of cost of ma- 
chinery are obtained and a liberal allowance 
for working capital until the business is es- 
tablished is taken into consideration. Sup- 
posing that the plant, complete, ready for 
business, will stand for an outlay of $125,000, 
and that $25,000 is considered ample working 
capital; now the promotors will have stated 
truly the cost of manufacture and selling price 
per ton of ice, and show, say a safe margin 
of profit of $1.00 per ton on a capacity of 
50 tons per day. "Here is a good, safe home 
investment, right at your own door; a five 
cent car fare will take you to the spot and 
you can see for yourself." 

Will that company be capitalized for $150,- 
000 which is sufficient to pay for the plant 
complete and provide $25,000 for working 
capital? Not much, a plant of that size rep- 
resenting an actual outlay of $150,000 would 
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Start off with a load of at least $250,000 cap- 
ital stock, and it's ten chances to one that the 
plant will be paid for by an issue of first 
mortgage bonds, which will stand between 
the subscribers of the capital stock and their 
security. There would be at least $50,000 
to $75,000 stock held by the promotors which 
never realized a penny for the enterprise, and 
this is a fair estimate of the way that $150,000 
enterprise would be dressed to make its de- 
but into the business world. 

Liahiliiies 

Capital Stock $250,000 

Funded Debt 1st Mortgage Bonds 100,000 

$350,000 

Offset by following actual assets. 

Plant $125,000 

Cash 25,000 

$150,000 

Let some expert fill in the entry to balance 
the discrepancy and make that entry have any 
other foundation than water or future pros- 
pects if he can. The prospectus shows truly 
that a conservative estimate of profit is $1.00 
per ton on a daily output of 50 tons. That 
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should approximate $15,000 per year or 10 
per cent, on the actual investment including 
the working capital, and at this rate, what 
could be a cleaner investment than this if the 
capitalization was adjusted to actual value. 

But w'hat is the actual state of affairs — 
$100,000 first mortgage bonds at 5 per cent* 
means annual interest of $5,000 to come out 
of net manufacturing profits first thing. This 
leaves $10,000 to be used as a dividend 01 
$250,000 capital stock, and a sinking fund 
to retire the bond issue provided everything 
goes along without a hitch and there are no 
bad debts, breakdowns or other ills. The 
chances are of course that the investors in 
capital stock will never see the day after the 
original investment is made they could get 
back the money they put in even at a discount 
of 50 per cent. One need only go to the office 
of the commissioner of corporations and any 
day in the year he can find hundreds of like 
examples. 

Why is it legal for any set of men to take 
hold of any established business that they can 
buy or would be glad to sell at private sale 
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for $25,000 cash down if a single individual 
should present himself as a purchaser, but 
who can under the protection if the legal 
false entry place a value on it to the public 
in the name of capital stock for $100,000 or 
$1,000,000 if they see fit. 

Every entry treated in the cases illustrated 
in the foregoing articles are legal and in ac- 
cordance with the statues of any state where 
a corporation may happen to seek its charter. 

The courts cannot but sustain the entry 
that balances an issue of capital stock from 
$1,000 to $100,000,000 with an asset ranging 
all the way from an idea without a penny's 
worth of cash value to an asset equal in 
value up to the full amoimt of the issue. 

The courts are jealous of the rights of the 
community in every technicality of organiza- 
tion. Every word, phrase, j or pharagraph of 
the constitution and by-laws is scrutinized 
and figures in every decision of the courts 
from the lowest to that jof last resort. That 
is law. 

The accountant, however, finds a stone wall 
in front of him in the first entry he checks. 
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and, were it your private business he was ex- 
amining with a view of ascertaining your sol- 
vency or insolvency at any .given period, he 
would stop right there and prove before any 
court in the land that the wall was too high 
for him to climb over. He would at once 
brand your valuation <as a false asset 
and the court would sustain the expert's re- 
port. That is what would happen provided 
it was your private business. But suppose it 
is a corporation organized imder laws, 
in which your money has been invested and 
you call on the expert to make the same kind 
of investigation that he would make of your 
private business, the expert would find that 
the simple act of a Board of Directors, with- 
out increasing the value of the asset one penny, 
created a legal valuation limited only by their 
own imagination, greed or expectancy and 
based on their opinion as to how far the pub- 
lic would go investing in the capital stock. 

The entry that makes up the discrepancy 
between the issue of capital stock and the 
actual cash value of the asset is legal under 
the laws of the land. The entry is false in 
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the eyes of the expert accountant, because 
he knows a balance has been forced and the 
intervening space between actual liability and 
valid asset has been filled with an intangible 
something that puts the scales of justice on 
balance so that one side of the scales may 
carry the dividends on the stock and the pro- 
moters et al; the other side, the overcharge 
for the goods sold the public, (be it transpor- 
tation, merchandise or metal taken from the 
ground) or the under paid wages to the bone, 
sinew and brains that maintain its corporate 
existence or, more significant still, an impreg- 
nable stone wall between the investor and his 
just dues. 



"Legalised Swindle" 

"The court reserved its decision and took the 
papers. In doing so it commented severely upon 
the methods of the company, and closed his re- 
marks by saying: This condition of affairs could 
almost be called a legalized swindle.' " — Boston Post : 
Aug. 1st, 1908. 

(Quoting from remarks of Judge Braley, Su- 
preme Court at final hearing Provident Secur 
ities Company.) 



CHAPTER XXIV. 

THE FALSE ENTRY IN THE STOCK MARKET 

The one who can check this entry on the 
books of the house whose plate glass windows 
and doors are embellished with the gold let- 
tering signif)dng that "This house is a mem- 
ber of the Stock Exchange, New York or 
Boston, or has direct wires or both," must be 
qualified so as to be able to commence his 
preliminary work just at the point where most 
of the certified "Public Accountants" leave 
off. This house's general ledger will balance 
to a decimal fraction when the auditors take 
hold and it will balance for every day and 
hour because, before it is posted, the accounts 
and trades that are to be posted into it will 
have been adjusted so that they will balance, 
and when the special audit or overhauling of 
the concern's books, by order of the courts or 
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Otherwise takes place, there need be no fear 
that every trade won't balance to a fraction 
of a point nor that any look backwards on 
past market reports won't check. 

In about every business but that of the 
stock broker, the one who keeps the general 
ledger is the advanced and highest priced 
clerk in the counting room, but the keeper of 
the general customer's ledger in the stock 
brokerage concern is the cheap man, ten to 
fifteen dollars a week. A mere cog in a wheel 
of finance that, while necessary to keep the 
machine running regularly and in order, can 
be replaced at a moment's notice and substi- 
tuted by almost any of the force at will, be- 
cause the "general bookkeeper," in the ordin- 
ary stock exchange house is simply a copyist. 
He copies his entries from the purchase and 
sales book and he copies the trades from them 
in one of two ways,— either as they have been 
originally entered, or after they have been 
recast after a recapitulation of the day's busi- 
ness by the powers that be in the office, and 
that every recasting covers a multitude of sins 
also in this stock brokerage business. 
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The Stock brokerage business in every 
financial centre is divided into just two classes. 
One is that class whose one-eighth commission 
both ways yields handsome and satisfactory 
returns, whose business is established in a po- 
sition that enables it to choose its patrons and 
who can always afford to welcome the exam- 
ination of a disputed account by an expert 
knowing in advance that the investigation, if 
made public will be an advertisement of its 
integrity and honest dealings with its patrons. 

No wild cat speculator who has a hundred 
or two to burn can open an account with this 
class of house just to play the game on the 
stakes he must come in on. Ke must pass 
inspection. No clerk or trusted town official 
ever played his defalcation over their count- 
ers with their knowledge. His account is not 
wanted there, so we turn our attention to the 
other class of brokerage house where it is 
welcome. The house with possibly finer ac- 
commodations, where the only reference asked 
is the per cent, "margin" for whatever trade 
he may think he is wise on. 



l86 FORGERIES AND 

If any one is simple enough to imagine for 
a minute that all the houses claiming to have 
direct wires, having seating accommodations 
for a lot of market philosophers, maintain tick- 
ers, stock boards, a. force of clerks, "hand shak- 
ers," and advisers, all the paraphernalia of 
the every day stock brokerage office, and main- 
tain these against the competition of others 
equally well provided for on each side of 
them, above and below them, in the same build- 
ing and repeated block after block in every 
large financial centre, and do it on one-eighth 
per cent, on the trades they get, then he is 
of the class that pays for the other fellow's 
automobile and private yacht from year to 
year. 

The "chair warmer" in the office can keep 
an intelligent run of his trades by his dupli- 
cate purchase and sales slips, and his trades 
will check ; naturally they must. But the cor- 
respondent who buys or sells by mail or wire, 
how is it in his case? 

Nearly every stock brokerage house has a 
line of this class of customers. What an op- 
portunity there is for manipulation here, for 
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switching trade from a weak man to a strong- 
er, from a slow erratic trader to the active 
one whose trade amounts to something, say 
for instance, on a day when the market is, 
ivell to use a familar term, '* feverish." 

Again, about every brokerage house 
Tias one or more brainless fools on its list 
of patrons whose capital is on a par with their 
senseless egotism, who imagine they are Napo- 
leons of finance and a power in the market, 
and yet that is the most likely class to give 
what are known as "discretionary orders." 
These can be nursed to the house's advantage. 
The house can go long and short of the same 
stock and as the market will close against one 
or the other end, if they have hold of the both 
-ends they can let go of the right end and hold 
the other over night by "placing the order;" 
all that is necessary is to enter the name of 
the buyer ( ?) or seller ( ?) in the proper col- 
umn of the purchase and sales book of that 
day, sending the advice in the regular way 
after the trades of the day have been recast 
in these books. It is only when the game is 
played upon some customer who has been mis- 
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taken, by the manipulators, for one of this 
class, but wlho turns out to be the man from 
Missouri who wants to know, who has the 
backbone and nerve to investigate in his own 
way, who accepts no affable explanation but 
insists upon an investigation which will sat- 
isfy himself that he has or has not been played 
for an easy mark, that brings this manipula- 
tion under the spot light. These cases are 
rare and results are rarer still. 

This jockeying with orders comes next door 
to bucketing a trade, but as that is forbidden 
ground for the stock exchange houses, we will 
call it common every day manipulation. 

Does the defaulter think he is bluffing? 
Poor fool ! They are wise to his game before 
he has made half a dozen trades. 

They listen politely and deferentially to his 
opinions, encourage him in the belief that HE 
IS IT, on the stock market. 

Does the defaulter make good his discrep- 
ancy by this connection? Maybe he some- 
times does, and goes out of the stock market, 
but maybe also there are real tangible ghosts 
outside of the vision of the spiritulistic me- 
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dium although common ordinary people have 
not seen enough of them to recognize the type. 
When the stock brokerage concern of the 
class in question gets a customer who is long 
on cash and short on experience, the kind who 
goes in first on a flyer, just to see how the 
chances are for him to win. or lose, they wel- 
come him as the green goods advance agent 
welcomes the "come on." 

Of course in the ordinary run of the stock 
trading he may make a winning on his first 
trade. If he does, he is spoiled for the time 
being for anything' else but stock trading. His 
ordinary every-day avocation that has pro- 
vided him with a living in the business world 
now seems, tame and insignificant to him. Sup- 
pose he has by advice of someone else or by 
a study of "conditions (?)," in the financial 
column of his daily paper decided that he 
knows how to make a winning in Amalga- 
mated, for instance. The stock has had a 
break, he noticed that a rally always follows 
a break sometime or other. This is the first 
trade, he decides he will try it and he figures 
as he probably often has done before in his 
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mind how much it will take to margin one 
hundred shares. 

He finds that in any well regulated stock 
concern that ten dollars a share is the mini- 
mum; that is, a thousand dollars. He takes 
his thousand ; how big it seems just then, how 
long it took him to save it or at least to get 
it; but he figures "I won't lose more than a 
couple of points and Til watch and get out 
quick if it goes against me" and you may de- 
pend on it he will watch. He will watch the 
ticker and see nothing but the ticker, think 
nothing but market, talk market condition^ 
lie awake nights thinking, thinking, and when 
he does sleep the ticker is unfolding its tape 
to provide subject matter for his dreams. 

In the morning, the things that were of 
first interest to him in his daily paper are rel- 
egated to a passing glance only after he has 
read down every line of the financial column 
and passed on the opinions of the market for- 
casters that are interspersed all throughout the 
financial page. 

Suppose it goes his way ; Amalgamated goes 
up ten points and he doses out his deal. He 
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has drawn nearly two thousand dollars for the 
one he put up. He has made a thousand 
dollars in less time than he ever earned a 
hundred in his life previously. If he is a salar- 
ied man, how insignificant is the salary he 
was content with before. What a waste of 
work and energy he has given to get to that 
salary. He had better by far for the good of 
his house leave his position as he is spoiled 

as an employee from that moment or at least 
until the day comes when his eyes will be 
opened. Does he take the original capital, his 
one thousand earned, and put it back with the 
other thousand he has won and go on with 
his regular routine of work? If he did that 
sensible thing he would not be human; he is 
in the toils and he is there for good until one 
of two things happen. 

He is going to be the one of a million, that 
is the child fortune picks out of a million of 
her votaries and takes to herself, or else he 
is going to be amongst the discards that make 
up the balance of the million. 
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The type described is a welcome addition 
to the customers' list in the brokerage house 
of the class dealt with in this article. 

The house that handles this FIRST TRADE 
knows that the man will come back with his 
winnings; they know from multitudinous ex- 
periences with that class of trade that the 
winner of the first deal is sooner or later going 
to try it again. They have merely loaned it for 
the time being. 

That original thousand dollars that had so 
high a standard of value as a safeguard against 
trouble and financial disaster while it stood to 
his credit in the savings bank now shrinks to 
insignificance as compared with the other 
thousand won so easily by a simple fluctuation 
in the stock market. 

Suppose for instance, this first time specu- 
lator occupies a position of trust and is a cus- 
todian of other people's money; then the case 
leaves the realms of theory and forms the neu- 
cleus of an oft-told story in every day life, 
every word of which would fit the case of 
many an unfortunate now wearing the con- 
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vict Stripes, and would only require a change 
on the title page. 

Take the case of Commonwealth vs. , 

as one of the many of which you have 
only a superficial knowledge gained from the 
newspaper reports of defalcation, trial and 
sentence. Could you read between the lines 
of the evidence as the accountant did, the story 
might have a different meaning without ex- 
cusing the act of the defaulter. 

It would tell of the unfortunate who, upon 
the advice of some well-meaning friend, took 
a flyer and made a winning, followed it up 
and lost; but before he had closed up his 
second trade he was a market fiend. He had 
acquired the taste, that first winning over- 
shadowed the subsequent loss, he could make 
a winning sure next time so all he could hon- 
estly spare he put into the third deal. That 
was a lagging one, one of those deals that tries 
the amateur speculator's soul where a certain 
stock just sags and sags always on a steady 
downward tendency yet, always showing in- 
dications of a sharp rally. "THE RALLY 
THAT IS SURE TO COME." 
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Then comes the same old call for additional 
margin to save the situation, "The rally was 
only delayed you know" but the man is con- 
fronted with the cold fact that if the addi- 
tional margin is not forth coming he will be 
closed out. Now that means to him not only 
the loss of his previous winnings, but also of 
that original nest egg as well that had been 
(only temporarily) taken out of the savings 
bank at the time of that first deal. 

But in the face of the fact, "that rally 
that was coming, and only held back because^ 
why every other man he met could give a 
reason for the delay and show why the market 
must advance, his brokers' letters gave such 
"positive information obtained from the very 
source of Wall Street supply." Put the cus- 
todian of the other people's money in this 
position created by himself and you know 
what he did. 

There was only one thing a "sensible man" 
could do, and that was, put up the additional 
margin and save the deal, but where was that 
money coming from? He was at the end of 
his own resources. The man did what he 
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naturally would do, what any man does when 
speculation predominates everything else. "It 
is not stealing," he reasoned, ''just borrowing' 
a little idle money for a little while" 

The additional margin was put up, bor- 
rowed; yes at the highest price a man could 
pay for money. But the "rally" after one or 
two ineffective starts was side tracked to let 
a long train of depressing incidents get by on 
the main line, and when the train had passed 
on, it left standing on the side track another 
victim of the craze for speculation, a man» 
who had to do one of two things: confess 
himself at once a defaulter and take the pen-- 
alty or else to stay in the game and take his 
stakes from the same source. The gambler's- 
chance. ' 

Of course the man did only what was natur- 
al, he saw only one way to get back the money 
and that was from where it went. He still re- 
tained his own good opinion as a wise market 
forecaster only instead of a cautiot^s occasional 
dealer in one stock he became a plunger alK 
down the list. 
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He had at least to make a semblance of at- 
tending to his regular duties hence the tele- 
phone and the wire had to be called in as a 
basis of cummunication with the brokers. The 
result was discretionary orders "Buy or sell, 
as may be, on the opening" "Use your best 

judgment" — and that very combination of those 
four simple words is the order that has sent 

many a nerve- wrecked defaulter on the direct 

road to the prisoners' dock. It is the station 

from which his train runs express without 

further stop to the end of the route. 

Margins? No trouble on that score now, 
thousands in the broker's hands where hun- 
dreds figured before. It was just as easy to 
take out $5,000 as $500 and just as safe for 
the time being. 

When the inevitable happened and the au- 
ditors reported a discrepancy in the man's ac- 
count, when the unfortunate confessed, plead- 
ed guilty and took his punishment, the public 
naturally accepted, the explanation "Lost on 
Wall Street" as conclusive. 

That man's account with the stock brokers 
bouse might be audited by the most reliable 
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firms of certified public accountants in this 
country and every purchase and sale would 
balance to a fraction of a point and check with 
a corresponding purchase and sale. The books 
of the house could pass the governing boards 
of either the New York or Boston Stock Ex- 
change, and yet the same books were inter- 
woven with a warp of false entries sufficient 
to accomplish just what was intended to do, 
to transfer the bulk of the defaulter's steal- 
ings to the coffers of the house he did busi- 
ness with. 

They must have known where the money 
came from and knowing that the miserable 
victim was helpless to revolt, an affable good 
natured sympathetic explanation was all that 
was necessary to keep him on the string until 
the crash came. 

How could such a thing be done on an open 
market with record of every trade subject to 
verification, a record that would pass any in- 
vestigation. 

In cases of this kind the books always bal- 
ance, every trade checks with the verified 
market quotations of the day and date. Pur- 
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chases and sales of stock of same nature of 
the victims' trades will check with the firms 
trading with regular houses. 

But when the discretionary order was given 
it became literally discretionary as far as the 
powers that be in that firm were concerned. 
If the market went wrong after the stock was 
bought or sold, the trade was booked to the 
victim ; if the purchase or sale showed a profit, 
the firm or some one else in authority exer- 
cised the discretion to their own profit. 

The public accountants proved (?) the 
firm's books were a true record of the trans- 
action so signed their report; but, the expert 
who knew could underwrite the signature with 
one sentence, "False Entries," but no court 
would let him attempt to prove it, in his own 
way, because he would be promptly suppressed 
by objections of defendant's counsel, which 
objections the court would have to sustain. 
Why? Because the expert would have to rely 
on theory, or opinions, call it what you will 
but an opinion backed as strongly by truth as 
the so-called true accounting was backed by 
falsehood and misrepresentation. 
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Is this all theory, has the claim of false en- 
tries no foundation of fact ? Leave it to any 
jury picked from the men who play the game 
and the verdict will sustain the theory and 
discredit the so-called audit every day in the 
week. 

We have all read accounts of how some of 
the notorious stock broker houses would send 
a customer's trade over direct Boston, New 
York and Chicago wires, "Private lines" they 
call them, and truthfully for they were private, 
only New York, Chicago and Boston was just 
up stairs or around under the operator's table 
and back again to the operator's key, but that 
is another story. 

Following, however, is a little example of le- 
gitimate Wall Street STOCK TRADING of 
the present day, dry figures to the layman, but 
rather puzzling to the accountant looking for 
a balance on both sides of the ledger. 
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Fixed charges and dividends exceeded net 
earnings in 1908 by $5,644400. What entry 
has Mr. Harriman authorized the bookkeeper 
to balance this discrepancy with anyway? Or 
can this be correct? Total mileage 5,811 
miles $619,818,100 or $106,661 cost per mile 
of track and equipment. 

The following is a matter of record : 

Stock— common — sold September 4, 1906- 
at $195 3-8 on the declaration of a 10 per cent, 
dividend. 

Sold at par $100 per share Oct. 24, 1907 

Sold 65 3-4 per share Aug. 8, 1903^ 

Sold 16 1-2 per share Mar. 25, 189& 

Sold 155 5-8 per share July, 1908 

How was it possible in any legitimate rail- 
road traffic, to create such an increased value 
in the price of this stock as from $16.50 per- 
share in 1898 to $155 per share in 1908, a 
matter of 10 years only? And carry a load 
of $106,661 for every mile of track the road 
owns. 



CHAPTER XXV. 

THE FALSE ENTRY VS. THE CROPS. 

When the little farmer in North Dakota 
•devotes his quarter section to raising a crop 
of wheat, he does his part as a provider of 
the bread of a nation. He reaps the reward 
of the sweat of his brow, when he cashes 
the weigh tickets at the elevator scales on 
the side track at the nearest railroad point to 
Jiis section. 

His additicm to the visible supply gets its 
local grading and becomes a part of that vast 
total,— THE CROP. 

His contribution may be turned into flour 
at the next station, at Minneapolis, Niagara 
Falls or any other milling point or may lose 
its identity in making up a warehouse receipt 
at Chicago. The farmer has done his part, and 
'whether results are satisfactory or not is some- 
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thing that is of interest to himself and his 
fellow farmers only. In any event the debit 
and credit sides of the transactions are on per- 
fect balance. 

From month to month the commercial world 
is kept informed by what are known as gov- 
ernment reports as to estimates of totals, con- 
ditions, and the "visible supply" and these ex-^ 
pert estimates of coming crops are vastly in- 
teresting to any who care to use the figures 
as a gauge upon the wealth of a nation ; run- 
ning as they do up into the decimals of hun- 
dreds of millions so that the contribution of 
the North Dakota farmer seems like a mi- 
crobe in the Atlantic as compared with the 
whole. There is no false entry there either, 
all is on a balance because, thus far, nature 
is the controlling power, man the auxiliary. 

The farmer who adds even a thousand 
bushels of wheat to the general crop does his 
part as a provider of bread not only for his 
own use but contributes his share towards 
feeding the rest of the population west of 
Chicago. The surplus goes on its way east 
for distribution, and it is upon this surplus 
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that the rest of the country draws for its sup- 
ply, the balance seeks a waiting market across 
the ocean. 

The composite bookkeeping entry to cover 
the entire transaction would be one of the 
simplest kind. Just an entry of credit to the 
producers and debit to the consumers, with 
but one way, just as simple of balancing hon- 
estly and fairly, a credit to the consumer for 
the cost of delivery and the payment to the 
producer for the balance due and the account 
between producer and consumer is balanced. 

In the item, cost of delivery, is included 
transportation, commission, insurance, storage, 
and every other proper charge of any nature, 
and there you have the honest accounting be- 
tween the producer and consumer. 

There is no question of illegal or excess 
•charges that result in an injustice to either 
producer or consumer. There are plenty of 
laws on the statues to safeguard the interests 
of both, and if they do not, I certainly can 
suggest no remedy. I only treat of these 
things from an accountant's point of view. 

So far, we have dealt with a vast and glori- 
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ous piece of work that is started and com- 
pleted from year to year by the producers of 
the wealth of the nation, the men who pro- 
vide the peoples' food with nature's Grod in 
command. Now for an infinitely vaster work, 
a work so vast that no expert accountant that 
ever computed a col\imn of figures could even 
approximately strike a balance between actual 
debit and credit; because there is no real 
debit, there is no credit, there is no balance^ 
and yet there exists something that autocrati- 
cally tells the farmer what he shall receive 
for his grain and just as arbitrarily tells the 
consumer what he shall pay for it, and stands 
in between and collects toll from both. 

I never raised a blade of wheat or kernel 
of corn in my life. But I have many a day 
stood in the wheat pit of the Chicago Board 
of Trade as the closing bell rang and the foot- 
ing of the blue and red side of my trading 
card showed that I had bought and sold and 
helped raise or break the price on more grain 
than I had ever seen or ever will see in my 
life and I knew that the aggregate of that one 
morning's trading by the rest of the pit might. 
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exceed the nation's crops, and it would cat 
no figure other* than as a comparison between 
that day and others in extent of trading. 

I have seen the price of the growing crop 
fixed in June by a would-be Napoleon, whose 
margins on his purchases of the December 
option, (in other words fictitious purchases 
of wheat for delivery the following Decem- 
ber), were carried by money furnished by a 
defaulter, who, when the corner collapsed left 
an asset consisting of a wrecked bank and a 
ten years' prison sentence to its president. 

I have seen a shabby, old, physical wreck, 
saunter out to the floor of the exchange and, 
standing at the edge of the pit, break the 
market by sales of wheat that never was 
grown in the soil. Yes, sales in 250,000 lots 
aggregating millions of bushels and do it be- 
tween drinks. Sales that were duly reported 
in the official market records of the day dic- 
tating the selling prices that day for the farm- 
ers at the weighing stations out West where 
they brought in the crops they had pro- 
duced by honest toil. Sales, offset by pur- 
chases, that in gross floor trading represented 
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m figures more than the entire crop of a 
state, all made in one session of the board 
and when the balance was struck, showed a 
debit or credit of what? No grain delivered, 
none received, only the clearinghouse check 
to balance the gamble. 

How could any accountant balance the ac- , 
count between producer and consumer with 
tthe profit made by this old plunger ("Wheat 
King" as he was hailed by the press at the 
•time), who in one session's trading, break- 
ing the market by sales at the top and after- 
wards buying back at the bottom had, with- 
out a penny's ^outlay, without the slightest 
idea of ever receiving or delivering one kernel 
of grain, gathered in more than enough to 
.buy the farms and outfits of the hundreds of 
/producers, whose wheat, while being intrin- 
sically worth just as much after the break as 
Ibefore as a food product, yet had to accept 
the reduction in market price caused by this 
spasmodic speculation. 

Is it not the ialse entry sure enough that 
iixes the value of a farmer's I, coo bushel crop 
nof real wheat by an option created by sales 
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or purchases of millions of bushels which 
never existed, save on the purchase or selling 
side of a trading card? 

However, the balance is legally adjusted. 
The bookkeeper who makes the entry is rep-, 
resented by that poetic figure, the Goddess of 
Law, whose scales are always on balance. But 
notice, she is ever kept blindfolded. 

Law is the embodiment of truth and justice 
so just imagine what would happen should 
she for once become inquisitive enough to re- 
move the bandage from her eyes and take a 
look at her scales. 

Say just at that particular moment she was 
weighing the nation's bread. She might see 
an ex-dry goods clerk with one hand under 
the Eastern side of the scale holding up the 
price of cash wheat to the producers of flour 
by creating a fictitious demand through offers 
of purchases that would mean ruin to him 
if delivered, and yet, forcing the bone and 
sinew of the country to pay a dollar more 
per barrel for flour than what the Western 
farmer was willing to deliver it, in the form 
of grain. The other hand adjusting the West- 
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ern side of her scale through control of rail- 
road facilities to the Western producers of 
the grain the millers were calling for. 

The Eastern man clamoring for grain, the 
producer clamoring for transportation. The 
Western side tracks empty of cars, the East- 
em side tracks blockaded with empty cars. 
Justice would then appreciate the necessity 
of the bandage over her eyes, because she 
would realize that no one could strike a legal 
balance unless one were blind to existing facts. 

But the chips on the table around which 
cluster the gamblers in the nation's crop are 
not confined to those whose colors call for 
grain only as may be seen by the following 
associated press dispatch of August 20th, 1908. 

"It has been generally understood in Wall 
Street in the last few days that Livermore 
and his associates have been carrying 400,000 
bales of cotton, having a total value at the 
present price of $18,000,000. This vast sum 
is therefore the stake around which the bulls 
and bears are battling." 

"Four hundred thousand bales of cotton 
value eighteen million dollars." Could tlie 
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whole State of Mississippi deliver the goods 
to this single young speculator, who likely 
could not give an intelligent answer if he were 
asked to look at his undershirt and tell you 
whether its component parts were cotton or 
wool, if it were tendered, does anyone 
believe he could pay the eighteen million for 
the goods? 

The mills that consume the real cotton, the 
people who buy the products of the mills 
might well ask what entry is it that fills the 
gap between the price the Mississippi planter 
receives for his cotton and the price the con- 
sumer pays. The accountant might point to 
the Cotton Exchange trading card but the 
balance would be forced. 

Hence the law, as impersonated by Justice/ 
is always blindfolded when she midces her 
bookkeeping entries. 



CHAPTER XXVI. 

THE BANK CORONER^ MISNAMED "eXAUINER^^ 

One naturally associates a public servanf^s 
vocation with his title. 

The schoolmaster is supposed to be the ac- 
tive head of the school wherever located. No 
one disputes this. If a bishop of a diocese of 
the priest of a parish were not what their titles 
signify, every layman in their district would 
repudiate them. 

Directors, more frequently than the public 
realize, actually direct the affairs of theif 
corporations, because all so-called directors 
are not of the type who merely trade the pic- 
torial effect of their names on the prospectus 
for stock in the corporation. 

But the title "Bank Examiner" is one con- 
ferred by National Government. The man 
receiving it is employed for a specific purpose 
and a serious one too. 



ai4 FORGERIES AND 

Webster's definitions of ^ving and sav- 
ings banks condensed are in substance: ''A 
bank where the savings, i.e., something 
kept from being expended or lost/' "of the 
poor are deposited and put at interest for 
THEIR benefit." 

But what man or woman aboul to open a 
bank account, ever thought of looking in the 
dictionary for a definition of such an obvious 
title as "Savings Bank," everyone knows^ and 
it is this universal knowledge of what a sav- 
ings bank porports to be that makes it the 
trusted depository of the savings of the thrifty 
public. 

The laws governing banks are the sheet 
anchor of the depositor, and the bank ex- 
aminer is the man selected to see that these 
laws are complied with, and it is coi the day 
that the depositor is ccm fronted with the 
closed door and reads from the ominous slip 
of paper pasted thereon, the fateful words so 
familiar to all : "CLOSED BY ORDER OF 
THE BANK EXAMINER," that the voca- 
ticm of that official is a matter of moment to 
him personally. Might he not in all reason 
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ask what earthly use have you Mr. Examiner, 
of all men, for that slip of paper? Was it 
not your business to keep the bank open? 

The man who holds the position of public 
coroner in any city is not expected in the 
proper discharge of his duties to prevent a 
crime being committed. That is police duty, 
but once the corpse is found, the coroner fits 
in as the man to investigate and report whether 
or no a crime has been committed. 

Then why is it that in nine bank failures out 
of every ten the man who holds an office 
created for the sole purpose of safeguarding 
deposits of a confiding public is the one who 
appears on the scene only in time to preside 
at the inquest and make the post-mortem ex- 
amination and pronounce the verdict? 

Surely the depositors that clamor at the 
door know that the bank is dead; there is 
the notice; they do not care for the obituary. 
What comfort or satisfaction is it to the 
poor depositor to be informed by the high 
salaried government official that his money has 
been lost by excessive loans to the president 
or directors, or by stock depreciation or de- 
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f alcations that have been concealed for years ? 
The only thing that concerns him is his own 
money. He wants to know about that, and he 
wants to know why it is possible, under the 
laws governing the conduct of savings banks 
that he cannot get back his money on demand. 
There is only one answer. The bank ex- 
aminer bears a title that does not belong to 
him, albeit he is a useful man to have around 
after the failure. But his title should read, 
instead of "United States Bank Examiner," 
"United States BANK CORONER." 

There are only two fundamental causes for 
the failures of a savings or national bank, 
and they are, first, — Defalcation; second. In- 
judicious loaning on securities. 

A defalcation may be a matter of years or 
a day. If the latter, of course no examiner 
or auditor could prevent. However, such 
cases are so rare as not to enter into consider- 
ation, but the vital part of the bank examiner's 
business should be to acquire a practical and 
working knowledge of the securities the banks 
in his field of investigation are loaning the 
money intrusted them upon. 
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Under the most favorable circumstances by 
the existing mode of examining, this would be 
a difficult task for a competent man to under- 
take, looking after the banks of only one 
thriving city, let alone the districts each ex-^ 
aminer is expected to cover. 

If it is possible for a man holding such a. 
position to do his full duty how does that 
duty coincide with the statement which he 
always makes and which the daily press might 
keep set up for such occasions, as it never 
varies : 

"Mr. , the Bank Examiner, states 

that it will not be possible to give a full state- 
ment at this time nor to say what the depos- 
itors may expect on the dollar in the way of 
dividends until the accountants have completed 
their examination, etc." 

Why should the Bank Examiner have ta 
depend on the report of the expert account- 
ant called in AFTER the failure, when all inj 
the world the accountant can do is to tell him 
where and how the money went? 

The Bank Examiner, by the authority vested 
in his office had the right to go into that bank 
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any day or hour he saw fit, and once inside, 
if he could not check every security and leave 
that bank with a complete knowledge of how 
its business was conducted, just where its de- 
posits were placed and how, then what pro- 
tection is he to the people whose interests he 
is supposed to guard? 

Of course it is the Bank Examiner who 
often does make discoveries that cause him 
to order the doors closed, but is it not gener- 
ally a case of locking the bam door after the 
horse is stolen? 

The facts are, the Bank Examiner, as he 
is today, is a nonentity so far as being a 
^ardian of depositor's money. He is only 
human. How can it be expected of any one 
man that he shall be able to drop into a busy 
bank whose securities are constantly chang- 
ing from day to day, whose volume of busi- 
ness is so great that to handle it^calls for 
scores of clerks and officials, each an expert 
in his own particular place, each a cog in one 
or other of the wheels of a vast engine of 
finance, and each wheel in the control of a 
man, if not the examiner's peer, certainly his 
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<equal in financial affairs, and take all of them 
unawares, they having the advantage of ever 
being prepared for his coming? How can ft 
"be expected that no matter how astute or con- 
scientious the examiner may be, that he will 
•examine anything that is not made ready for 
his examination? 

A recent instance is the Milwaukee Avenue 
Bank, Chicago. Quoting from the confession 
*of the President. "The cashier showed me 
how easy it was to get by the Bank Examiner 
and the temptation was too great," etc. Or 
to bring it right home; compare the press re- 
ports covering our latest banking sensation, 
the Attleboro affair. 

Dec. 17, 1907. "Reports Bank Sound." 

"National Bank Examiner of 

made a regular examination of the 

bank's books yesterday, and at that time a 
regular meeting of the directors was held." 

Will anyone pretend to say that it required 

the suicide of the cashier to actually check 

this bank to find that there was less than $1,000 

available cash in the vaults, as has been given 

out in the press reports. 
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Here is another, from San Francisco this-- 
time: "Press Report, December 12, 1907/*^ 
From confession J. Dalzel Brown, Manager 
California Safe Deposit & Trust Co. to the 
Bank Commission, relating to two false en- 
tries carried on the books. 

"The entries related to two items, each of" 
$100,000, which appeared as assets of the 
bank. These items as recorded on the books 
made it appear that the California Safe De- 
posit & Trust Co. had on deposit $ioo,ooo» 
in each of two New York banks." 

Ask any expert accountant who knows his- 
business whether or no these two items would 
show his check mark if the money was not 
on hand to the bank's credit in New York. 

Under existing conditions governing bank 
examinations, the only real safeguard the^ 
public has is the fact that ninety-nine out of 
every one hundred bank officials are clean-cut 
honest business men who care no more for the- 
visit of the Bank Examiner than if he were- 
a telegraph messenger boy. 

The cashier, treasurer and president of 
any well ordered bank are the natural guard- 
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ians of the money in their charge, and it is 
happily only in exceptional cases that they are 
unworthy of the confidence reposed in them, 
:but when they are, then the Bank Examiner 
is only one more obstacle in their path to be 
♦overcome. 

There are dozens of expert accountants in 
Boston, New York, Philadelphia and Chicago 
ivho could any day in the week give the Bank 
Examiner points in his business that would, 
if taken advantage of at the time, prevent 
failures of banks due six months, even years 
ahead. This may seem incredible and will 
likely be scoffed at, but I will go further and 
say that there are expert accountants whose 
business is something more than auditing 
faulty bookkeeping, but rather in the line of 
assisting at the post-mortems in the commer- 
'dal world, and whose work takes them into 
the field of questioned accounts, suspicious 
failures, defalcations, false entries, etc., men 
who see more of the under world of business 
than their fellows, and who could if called 
upon put danger signals on many a conserva- 
ifive savings bank doing business today, and 
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a wholesome fear of the Bank Examiner in 
the hearts of their trusted officials that is now- 
absent. 

And what will seem more strange still, they 
can do this not only in the absence of an ex- 
amination of the books of the banks, but with- 
out even seeing the bank or knowing an official 
by sight or name ; but their knowledge of sig- 
nificant features of the bank's business will 
be indisputable. 

These men are experts whose field of work 
has been laid in the realms of investigation,, 
of questioned accounts, and by the term "ques- 
tioned accounts," I refer to the cases where 
the expert first prepares, and afterwards as- 
sisting the attorney, follows up the court ex- 
amination of a defaulter, a disputed liquida- 
tion of a business, court cases where a bank- 
mpt is charged with concealing assets, or in 
fact, any of the varied questions that arise 
calling for real expert work. These men 
are past masters in their lines and know where 
to look for what they are after and not waste 
$50 worth of time and circumlocution in check- 
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ing up another's work to find an honest error 
of thirty cents. 

It goes without saying that given a certain 
bank to examine, a man with this knowledge^ 
while he might not bother about a trial bal- 
ance would find out as quick as any Bank 
Examiner that ever lived whether or no if the 
collateral checked with the loan account or 
the cash account balanced with the vaults. 
But this is not for the purpose of comparing 
the accountant with the examiner, because 
any competent examiner knows his work so 
far as relates to examining IN the bank as 
well as any accountant, or at least he should^ 
but he does not look for the danger signals 
in the right place. 

These are broad statements and worthless 
unless some plan can be offered, which al- 
though a radical departure from the present 
methods of procedure of the Bank Examiner 
in the pursuit of his vocation will at the same 
time appeal to common sense as practical. 

Today the Bank Examiner is considered to 
have done his full duty and all that is re- 
quired of him, so far as relates to any one 
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liank in his district, when he makes a formal 
call on the officers in charge and gives notice 
that he will, after banking hours, proceed to 
make the usual examination. He will or 
should verify the cash balance, look up the 
iloans, which he does in a perfunctory manner. 
If there are any ccnspicuous over-drafts he 
^may have them explained, and as a general 
thing the banker can and does give a perfect- 
ly reasonable and business-like explanation, 
'because in a national bank an over-draft is 
a matter of business between the patron of 
the bank and the cashier, and properly so; 
(of course no provision is made for over- 
drafts in a savings bank). In any event his 
work is all done in a few working hours at 
the most. He deals in generalities. In a 
ineasure he has to take the word of the men 
lin charge. Can he, one man, check up the 
work of say fifty officers and clerks, verifying 
each and every item, and make that verifica- 
ition of to-day be worth an3rthing a month or 
«yen a week hence ? Certainly not. 

Take the loan account showing anywhere 
from fifty to five hundred separate loans to 
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customers on securities on which the presi- 
dent and treasurer have passed their judg- 
ment, does he check each loan verify the 
market of each security, look up the appraised 
or assessed valuation of each and every piece 
of real estate, look up the personnel of each 
individual loan, the names of the makers or 
endorsers of each note, or does he take the 
official's word for same; of course he can 
do little else than the latter and properly, too, 
under the circumstances. These men in charge 
of the bank, if they are honest and capable, 
and they generally are, are better judges as 
to the soundness of their banking methods 
than anyone else. Therefore his examina- 
tion at the bank rarely accomplishes anything 
because if there is one black sheep in the fold, 
that one has to deceive all of his fellows, and 
if he has been successful in keeping his trans- 
action hidden from the men right in the bank, 
it is not to be expected that he has prepared 
himself for the Bank Examiner's visit. 

The fact remains that in spite of all safe- 
guards by which the laws of the land sur- 
round the deposits of the public, the failures 
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continue, and if we must judge of the merits 
of a system by results, then the figures of one 
of the great bonding companies make inter- 
esting reading. They show that although the 
vast sum of over six and three quarter mil- 
lions dollars was lost by the banks of the 
United States by defalcation in 1905, over 
twelve and three quarter millions were stolen 
in 1906, averaging, well, a few dollars for 
every account open in the United States. If 
the ratio of increase keeps up in 1908 and con- 
tinues for a few more years, will it be«*any 
wonder if the people sit up and think? 

From an accountant's point of view the 
whole business of the Bank Examiner as it is 
conducted at present is utterly useless so far 
as being preventive of defalcation. In the 
first place the examiner rarely if ever pre- 
vents a case of stealing. He may accidently 
discover that one has occurred but the money 
had to be gone before he found that the 
drawer was empty. Why, there is not a dis- 
honest clerk in a bank today that does not 
have to get by men who are in a more com- 
manding position to stop him and who are 
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ever on the watch. He must form a collu- 
sion with or hoodwink one or more of his 
fellow clerks; he must be ever on the watch 
to check his superiors in the bank, and that, 
every moment of the day. 

The bank examiner is the least of his 
troubles ; he has only to get by him once, pos- 
sibly twice, a year. No, the only proper 
ones, the only men who can and who generally 
do safeguard the bank from defalcation are 
the officers themselves. If they are capable 
they can hold defalcation by employees down 
to mere acts of sporadic larceny, for no sys- 
tem that was ever invented by an employee or 
set of employees can get by a watchful cash- 
ier or treasurer, to any extent, if he knows 
his business, and he generally does. If the 
officials are dishonest, the money is irrevoca- 
bly gone when the examiner examines, and 
the only thing left for him is to act as coroner 
and preside at the inquest. 



CHAPTER XXVIL 



THE BANK CORONER. 



(Continued.) 

Thirty years' experience in auditing and in- 
vestigating of accounts and banking methods 
in about every state and territory, not ex- 
cluding Canada, from the Provinces to Puget 
Sound, warrants me in saying that under 
existing conditions, the only logical bank ex- 
aminers in any bank, so far as the safeguard- 
ing of its funds from peculation by its em- 
ployees, are the officials of the bank itself. 

If the money is gone, if the defalcation is 
large enough to bankrupt the bank, the bank 
is going to the wall anyway, and the examiner 
cannot do a thing to save it. 

But there is work for the examiner, and that 
in a field wherein he can put in every hour of 
his time, and accomplish more in one day to^- 



230 FORGERIES AND 

wards offsetting the greatest menace to the 
safety of the people's deposits than in a year's 
inside checking of employees bookkeeping or 
officiaFs methods, under the present system of 
annual or semi-annual examination allowing 
say one, or at the most two, days to each 
bank. 

To conduct a bank profitably it is necessary 
to loan every dollar that is intrusted to its 
keeping, — ^that's banking; therefore the most 
important duty of the examiner should be to 
know that the loans are good, not one or two 
days in the year, when he makes his annual 
examination, but every day in the year. 

Probably 60 per cent to 80 per cent of the 
mcMiey loaned by the banking institutions, in 
metropolitan or speculative centres are on 
stocks and bonds. All national and many 
savings banks in places surrounding cities like 
Boston, for instance, are liberal loaners on 
this class of securities for the reason that they 
are what is called "quick assets" and the bor- 
rowers pay well for the use of the money. 

That loans on industrial or mining stockt 
are a better source of revenue than commer- 
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cial paper and realty mortgages goes with 
out saying. Every stock exchange house in 
New York or Boston borrows from some 
bank or other in their district the money to 
buy the stock to fill their customers' orders. 
If Smith & Jones fills Robinson's order for 
100 shares of Amalgamated at 95, they take 
anywhere from $500 to $1,000 margin from 
Robinson. They pay $9,500 for the stock and 
get the balance to pay for it by a loan from 
their bank with the certificate purchased for 
Robinson as collateral. 

That however, is a single transaction re- 
peated in every trade of the house day by 
day. The banks are therefore the source of 
monetary supply the broker must depend upon, 
and to form anything like an intelligent esti- 
mate of the volume of the amotmt borrowed 
daily, one need only look at the financial 
column of the evening newspaper where the 
stock trading is reported in detail, and ex- 
tend the figures in each transaction to get 
the total. 'The payments mean simply a 
change of borrowers, for as one loan is taken 
up another is made. No one bank can, or at 
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least rardy, if ever, takes care of all the re- 
quirements of any one house ; they nuist neces- 
sarily look after all their patrons in the same 
line, so each brokerage house has to have any- 
where from half a dozen to fifteen or twenty 
banks on which they can rely upon as a supply 
depot for the funds to handle tfieir customers' 
orders. 

Now if you will scan the list of stodcs 
traded in daily, one will see that everything 
from Calumet & Heda at over $800 per share 
to Nevada Utah at half that many cents per 
share is traded in from 50 to 50,000 shares in 
the aggregate. Then the reader ceases to 
wonder why it is so hard to place a real 
estate loan at 4 1-2 to 5 per cent annual in- 
terest, or for a merchant, held up by back- 
ward collections, to get his note discounted 
at his bank to ease the strain on his credit. 
All this real mcaiey necessary to keep the 
wheels of the stock exchange business going 
around is furnished by trust companies, 
national and savings banks. Therefore elim- 
inating loans other than on stock collateral 
we have an overwhelming percentage of the 
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money of the depositors placed daily and hour- 
ly on stocks traded in on the exchanges. 

Right here may be shown the unworked 
field for investigation wherein, if the exam- 
iner could find the combination that would 
let down the bars at the entrance, he could 
do real woric, and moreover while working 
could conmiand a Inrd'seye view of the banks 
in his district, and have an ever fresh source 
of information on tap daily and hourly every 
business day of the year, rather than as is 
now the case a knowledge? from a week to 
a year old bridged to the present by a blank. 

Every stock brokerage house that has a 
standing with the banks, and is considered 
worthy of credit, must get its money from the 
banks, therefore its books must be kept up to 
the hour, and balanced at the close of each day 
just as strictly as the books of any banking 
institution. The house must of all things 
balance its purchases and sales, and each day 
its stock balance ledger must be on a bal- 
ance; each stock purchase entered under its 
proper classification on its proper page in this 
book so that when the day closes the members 
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can go through the book from beginning to end 
and see just where they stand on each and 
every stock on the trading list. Say ten of 
its patrons are long 1,500 Amalgamated, this 
stock balance ledger must show this fact. 

Now this legitimate stock brokerage firm 
must have bought in the aggregate 1,500 
shares of Amalgamated and paid for same 
when they bought, and must necessarily have 
used some if not all of it for collateral, there- 
fore it has that 1,500 shares of Amalgamated 
either in its vault; in its bank attached to its 
collateral notes or coming from other houses 

in the same line. 

The book in which this record is kept is 
called the Daily Stock Balance Ledger. Let 
us suppose then that the bank examiner had 
vested in him the authority to go into every 
stock brokerage house as often as he saw fit, 
and call for and examine just the bottom 
portion of each of these ledgers on the day 
of his examination. The task would be » 
very simple one, so simple that after one 



FALSE ENTRIES 235 

week's practice he could examine and get a 
line on the sources of monetary supply of 

from lo to 20 houses per day, and he neei 
not concern himself with the name of a cus- 
tomer; in fact, that portion of the page may 
as well be concealed, but in that ten or twenty 
examinations he could have a line on the loans 
of possibly 25 or 30 banks in his district. Not 
only that, but he would know what they were 
loaning on, what the stock was worth, aye 
and if he did not like the looks of the stock, 
Tie could then and there find exactly what the 

banks were loaning on it, and he could go 
right from that book to the banks and,— well 
the visit of the bank examiner would mean 
something. 

At present the loans of the bank to the 
borrower are the most secret and confidential 
man to man business of the bank, but if the 

president or treasurer of the Bank 

Tmew that the examiner was keeping tabs on 
him every day and hour, and that if he made 
a tempting loan on Trinity or some other 
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Stock whose value ( ?) depends on the suffer* 
ance of a Rogers, of the whim of a Lawson, 
it he realized that the bank examiner was 
liable to spot that loan before 24 hours had 
passed, why friendship would cease between 
some savings banks and the stock exchange,. 
and in these banks greater consideration would 
be given to less profitable but more conserva- 
tive loans. 

As an example to illustrate how simple 
this method of investigation would be if 
adopted by the examiner, I give one sample 
of a broker's stock balance ledger. Turn for 
instance to the section of the ledger given to 
Amalgamated Copper, take the month of 
June, along the top of each column will be 
entered the trading dates ; say that the exam- 
iner is working on the 5th of the month, he 
finds posted therein the transactions of the 
4th or previous trading day, showing 
how the house and its patrons stood on this 
stock on the morning of the 5th. I use only 
such entries as will have any bearing on what 
the examiner would be interested in. 
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2 


Smith & Co 

Jones & Co 


Shares. 
. 250 
. 100 


Robinson. . . . , 

Black 

White 


• SO 

• 75 
ISO 


A total of . 


. 625 



This would show that the house had pur- 
chases for their customers on the morning 
of the Sth of 625 shares of Amalgamated. 
The bottom section of the column, if there was 
room, if not another column of same date, 
would show something like this: 



— th National 
Savings Bank 
Savings Bank 
Trust Co. . 
Box (meaning vault) 



350 

SO 
60 

40 



625 



If the 



-th National and the 



Savings Bank are under his wing as a peoples' 
guardian, he can as you see check Amalga- 
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mated in less time than it takes to read this, 
turn over the pages and with equal familiarty 
check Arcadian, Trinity, Trimountain Copper 
and right along through the list, and it ought 
not to take a capable man over thirty-five 
minutes to get a line on the banks where 
every share that carried a loan was placed. 
Now let him keep right along on this line 
through other houses for one single day, and 
then compile his results and has he not a fund 
of valuable information covering more banks 
in one day than he could gather in six months 
of work conscientiously checking the banks 
one by one. Another thing, his information 
is always up to the hour, and say he did a 
little simple posting of the results of his day's 
investigation among the stock balance ledgers 
taking any bank he was interested in, he would 
have a number of cases reading something like 
the following, which is a literal copy I made 
from the balance ledger of a defunct concern 
for a trustee in bankruptcy. I merely omit the 
name of the banks. 
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It must be obvious that the information 
gathered daily and hourly by investigation 
along these lines would interfere very little 
with the present system. One or two men 
might easily be detailed for this work, and 
the information thus gained would be a valu- 
able auxiliary to the whole force in keeping 
in constant touch with the banks they may 
have examined one, two, or six months pre- 
viously, but whose affairs they knew nothing 
definite about twenty-four hours after they 
left the bank. Take the $40,000 loan first 
mentioned for illustration. 

The realty valuation covering a $40,000 
loan would have to be at least $60,000, a 
margin of $20,000. Assuming there was no 
break in the market valuation of the stocks 
which the loan under consideration was made, 
the collateral represented altogether $48,335, 
a margin of only $8,335. Aside from the 
bonds, 1,118 shares of stock, not much of a 
margin you will say, a riffle in the market on 
even 1,000 shares would wipe it out. Con- 
sider that this was only one loan to one 
house, the examiner might and probably would 
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realize that that loan was not the only one 
of its kind, in any event, he would be sitting 
^ tip and listening. I might as well give the 

sequel to this particular risk of $40,000 of 
the peoples' savings intrusted to that bank for 
safe keeping. "Experts report to Trustee in 
Bankruptcy." "Bank reports the sale of all 
collateral, shows a discrepancy of $4,353." 

On the second loan of $25,000 on $29,570 
accepted valuation, "Proceeds of sale approxi- 
mate $21,000, discrepancy $4,000." 

On the third loan of $15,000 on $18,187 
accepted valuation, "Sale of collateral gave net 
surplus of $1,200, returned to trustee." 

It might require a special act of Congress 
or Legislature to vest the examiner with auth- 
ority to examine these books of the stock 
brokers at will, but why should it be incon- 
sistent with their duties as guardians of the 
people's money to make the borrower as well 
as the leaner show what he was borrowing 
these deposits of the people upon, (?) be- 
cause it would not restrict the examiner to the 
borrower in the stock market alone, but he 
could prepare a list of the customers of each 
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and every bank, selecting those whom in his 
judgment he saw fit to cover. 

In any event the bank examiners by devoting 
some of their attention to investigation at this 
source of information can gain a knowledge 
of what is going on in their districts daily 
and hourly, instead of yearly. Even if they 
might thus be compelled to a certain degree 
to leave the capture of the inside thief to the 
managers of the bank, the very fact that every 
man in the bank from president to porter 
would realize that the examiner was always 
in touch with the most important feature of 
the business of the bank would of necessity 
be a deterrant to crooked work of any kind. 

The fact that the banker on the one hand 
and the borrower on the other would know 
that every loan made would be subject to 
immediate scrutiny of a bank examiner, who 
would be ever in touch with market values, 
would be the best assurance ior the safety and 
stability of the business between banker and 
borrower. 



CHAPTER XXVIIL 



BALKING THE EXPERT. 



Until recently there was never a system of 
keeping accounts of any nature that a duly 
qualified expert could not check, verify, or 
discredit. It was only a question of intelli- 
gent searching to find a false entry if one 
existed. But I challenge contradiction when 
I assert, that the general adoption of what is 
called the "Loose Leaf System" will put an 
end to the necessity of relying on an expert 
in cases where accounts are in dispute, be- 
cause no accountant can contradict any entry 
he may find in the books, provided the books 
have been prepared for his audit. I refer 
here particularly to disputed accounts, not de- 
falcations, although they come under prac- 
tically the same protection if the bookkeeper 
is skilfull enough to take advantage of the 
opportunity offered by the system. 



246 FORGERIES AND 

To illustrate how an account cannot be dis- 
credited although it may be false. 

B disputes a certain payment alleged 

to have been made by C. "C.'s" attor- 
ney makes the usual demand upon B. to 
produce his books in court. If the books were 
of ordinary kind in general use, and the pay- 
ment had ever been entered to the credit of 
C, although the credit had been moved from 
the ledger by erasure, acid, or alteration, it 
would be practically impossible to escape de- 
tection, because the date and relative position 
of the alteration would be the same in all the 
books, and it could not be claimed as a coin- 
cidence that mistakes had simultaneously been 
made all down the line. If B. was claiming 
that he never had given credit for the money, 
it would be obligatory on his part to explain 
away the alterations at that particular page. 
But if he could show a clean, consecutively- 
written page, with no trace of the entry ever 
having been made in any of the books, or if 
he could show an entry bearing out his own 
story in every way, no expert could discredit 
his books, provided he did not blunder, and 



